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INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Tri County Ares Schools
Sand Lake, Michigan

We have audited the accompanying financial statemenls of the governmental aclivities, each major fund, and the
agyregate remaining fund information of Tr Counly Area Schools as of and for the year ended June 30, 2008,
which collectively comprise the Dislrict's basic financial slatemenls as listed in the table of contents.  These
financial stalements are the responsibilly of T Counly Area Schools' managemenl.  Cur responsibilily is to
£apress opinions o hase finangial slalements based on our audit.

We conducled our audil in accordance with auditing standards generally accepted in the Linited States of America
ang the standards applicable to financial audits contained in Goveramen! Audiling Standards issued by the
Comptroller General of the United States. Those standards reguire that we plan and pedorm the audit to obtain
reasnnable assurance about whether the financial statements are freg ol material misstalement, An audil ncludes
examining, on a lest basis, evidence supporting the amounts and disclosures in the finanoal slalements. An audit
also includes assessing the accounting printiples used and significant #slimates made by managemenl, as well as
evaluating the overall financial slalement presentation, We believe that our audit provides a reasonable hasis for
QU OEINIONS.

In our gpinion, the finanoal statements referred to above present faily, in all material respects. the respective
financial posilion of the governmenta! activilies, each major fund, and the aggregate remaining fund infarmation of
Tri County Area Schools as of June 30, 2008, and the respeciive changes in financial position and cash fows,
where applicabie, thereaf for Ihe year then ended in conformity with accounting principles generally accepted in the
United States of America.

Im accordance with Goverment Auditing Standards, we have also issued aur repor dated Seplember 12, 2008 on
our consideration of T County Area Schools” internal conlral over financizl repoding and our tests of iis
compliance with certain provisions of laws, regulations, conlracts, and granl agreements and other matters. The
putpase of thal report is to describe the scope and tesling of inlernal conlrol over Minancial reporling and
compliance and the resulls of thal lestng and nol to provide an opinion on the internal contral over financial
reporting ar an compliance. Thal reporl is an integral part of an audil performed in accordance with Govermment
Auditing Standardsz and should be considered in assessing e results of our audit.

The management's discussion and analysis and hudgstary comparison information as identified in the table of
conlenls are not a required part of the basic financial slatements but are supplemental informatan reguired by
accounling principles generally accepted in lhe United States of America. We have appiied ceain [imited
pracedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentalion of the required supplementary information. However, we did not audit the informahon and express no
opinian on it,
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2ur audit was conducted for the purpase of forming opinians on the financial statermenis that collectvely comprise
Tri County Area Schools' basic financial statements  The accompanying other supplementary information, as
identified in the table of contents, is presented far the purpose of additional analysis and is not a required part of
lhe basic financial statements. The other supplementary information has been subjected to the auditing
procedures applied in the audil of the basic financial statements and, In qur opinian, is fairly slated in all material
respects in relation fe the basic financial statements taken as a whole.

M .’%{ ae,

ABRAHANM & GAFFNEY, P.C.
Cerffied Public Accourtants

September 12, 2008



Trt Gounty Area Schools

Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

This section of Tri County Area Schools’ anmual report presents our discussion ang ansbysis of the Schoagl
Digtrict's financial performance during the year ended June 30, 2008, Please read it in conjunciion wilh the
Schogl Digkrict's finangial statements, which immediately fallow this section.

Tri Counly Area Schools, a K-12 school district located in Montcalm County, Kent County, and Newaygo
County, Michigan. The Management's Discussion and Analysis, 2 requirement of GASB 34, is intended o be
the Tri County Area Schools' Management's discussion and analysis of the financial results for the fiscal year
ended Jure 30, 2008.

Using this Annual Raport

This annuzl repar cansists of a series of financial statements and noles to these stalements. These statements
are organized so the reader can undersiand T County Area Schools financially as a whole, The Districl-wide
Financial Staterents provide informalion about the activities of the whole Schoo! Districl, presenling bath an
aggregate view of the School District's finances and longer-lerm view of (he finances, The Fund Financial
Staterments provide the next level of gefail. For governmental acliviies, these statemenls lell how services were
financed in the short-lerm 25 well 25 what remains for future spending. The fund financial slaterments fook al the
Schonol Disteict's operations in more detall than the district-wide financial slatements by providing information
sbout the Schoot District's most significanl funds - the General Fund indivigually, and the Special Revapue
Funds, Debt Service Funds and Capital Projec! Funds collectively as nonmajor governmental funds.  The
remaining siatemeants, the Statemeant of Fiduciary Met Assets present financial information about activilies for
which the Schoot District acls solely as an agent for the benefit of students and parents,

District-Wide Financial Siatermenls

Cne of the most important questions asked about lhe School District s, "As a8 wholz, what is the School
District's financial condilion as a result of the year's aclivities?" The Statement of Net Assets and the Statement
of Activilies, which appear first in the basic financial statements, repart information on the School District as a
whaole and its activilies in 2 way that helps you answer |his question. These statements are prepared to include
afl assets and liabilities, using the accrug! basis of accounting, which is similar to the accounting used by most
private-sectar companies. All of the current year's revenues and expenses are taken into account regardless of
when cash is received or paig,

These two statements report the Schoal District’s net assels - the difference between assets and liabilities, as
reporied in the Statement of Nel Assets - &8s one way o measure the School District's financial health ar
financial position. Owver time, increases or decregases in the School District's net assets - as reported in the
Statemenl of Activities - are indicators of whether its financial health is improving or deteriorating. The
relationship between revenues and expenses is the Schoal Districl's operating results. However, the School
Districl's goal is lo provide services to our students, not generate profits as commercial entilies do. One must
cansider many other non-financial factors, such as the qually of the education provided and the safety of the
schools, lo assess the overall heallh of the Schoal District.

The Statement of Net Assets and Staterment of Activities report the governmental activittes for the School
District, which encompass all of the School District's services, induding instruchion, supporling services,
community services, athletics, and food service. Property taxes, unrasiricted Slate Aid {foundalion allowance
revenug), State and Federal grants, and cther local dollars finance maos! of these activitiss,

The District-wide financizl statements are full accruat basis statements, They report 21l the Disirict's assels and
ligbilities, both short and long-tarm, regarciess i they are “currently available” or nol. For example, assets thal
are restricted for use in the Debt Service Funds solely for the payment of long-tenn principal or interesl are
grouped with unrestricted assets of the Generat Fund. Capita! assels and lang-lermn obligations of the District
are reparted in the Statement of Met Assets of the District-wide financial stalements.



Tri County Area Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Fund Financial Statements

The fund level financial statements are reported on the modified accrual basis. Only those assets that are
"measurable” and “available’ are reported.  Liabilities are recognized to the extent that fhey are normally
expected to be paid with current fimancial resources.,

The fund statements are formatted to comply with the legal requirements of the Michigan Departmen! of
Education’s "Accounting Manual." In the State of Michigan, the Tistrict's major instruelional and instructional
support activities are reported in the General Fund,  Additional aclivities are reported in their relevant funds
including: Debt Service Funds, the Special Revenue (Sehool Service} Funds which are comprised of: Food
Service ang Athletics, ang Capital Project Funds,

in the fund financial slatements, porchased capital assets are reported 33 expenditures in the year of
acquisition. No capilal assets are reporled, The issuance of debt is recorded as a financial resource. The
current year's payments of principal and inlerest on lang-term abligations are recorded as expenditlures. Future
years deb! obligations are nol recorded.

District Financial Activities:

The recenl geod heallh of the District's finances can be crediled to the following innovative approaches during a
lime of reslricted stale funding due to 8 weak economy and significant tax reductions at the state [evel:

»  The continued funding of fund balance designation at the fund financial stalement leve! far ulure sick
day and years of service payouts.

» LUlilization of a total cost comeensation appreach for the negetislion of employee contracts with the
distriet’s six employee groups.

« The establishment of energy savings guidelings.

s Cautious usage of the district’s financial and malenal resources.

s The enlire districl's team approach 1o improving our district while safeguarding the financial future of the
district.

Summary of Net Assels:

The following summarizes the net assete as of June 34, 2008,

Condensed Statement of Net Assels
as of June 30, 2007 and 2008

Governmental Goavernmental
Activilies Activities
2007 2008
Assels
Current Assels $ B.S980127 ¥ 7818789
Moncurrenl Assets 14.523 370 14 072 888
Tetal Agsets 23,513,497 21,992,658
Liabilities
Current Liabilities 4,080,759 2,600,685
Long-Term Liabilities 8,833,178 8932243
Tetal LiabHities 13,923,938 14,631,938

- v -



Tri County Area Schools

Management’'s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Summary of Net Assets - continued:

Condensed Statement of Net Aszels
as of June 30, 2007 and 2008

Governmental Governmental
Activities Activities
2007 2008
Net Assets
fvested in capital assels, net of refafed debi £ 4,755,850 & 5,065,287
Restricled 158,035 335,091
Unrestricted 4,471,673 4,956,342

Total Met Assets § 9,539,562 § 10,360,720

Analysis of Financial Position:

As detailed above, the district shows a positive total net asset vaige of $10,360,720 for the fiscal year ended
June 30, 2008. This statement has been affected by the following factors:

Capital assels reduced by a net of 3450,501 due to a greater amount of depreciation of assets than
cagital outlay purchases.

Current Assels and Currenl Liabilities: decreased substantially due o the pay off of an cutstanding Naote
at June 30, 2007 against Slate Aid thal was on deposit and paid back during the manth of August 2007,
Retirement of bond and foan gringipal and other deht activity decreased the districts liahilities by a net
F755 938,

The district iz also providing a HRA and self-funded prescription pragram 1o custodiaimaintenance and
non-union staff,. As of June 30, 2008, a balance of §18,162 existed in this account.  However, it is nol
reflective of the annual costsavings since the plan is based on Ihe calandar vear nol the dislhict's fiscal
year.

The change in net assets increased $771, 158 due to a combinalion of paving off long-term debt and
carefully manitaring spending during uncerain siate funding pariods.



Tri County Area Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 20038
Resuits of Dperations:

For the fiscal year ended June 30, 2007 and 2008, the District-wide results of operations were:

Condensed Statement of Aclivifies
Year Ended Jupne 30, 2007 and 2008

Revenues:

Program Revenues
Charges for Senvices
Operating and Capital Grants

General Revenues
Property Taxes
State Sehool Aid-unrestricted
Other

Tofal Revenues

Functions/Program Expenses:
Instruction
Svpporting services
Community services
Food service
Athletics
Interesl on long-term dabt
Cther
Unallocated depreciation

Total Expenses

Increase in Nat Assets

-] -

Governmnental Governmental
Activities Activities
2007 2008

$ G340 % 505,488

1,855,824 1,862,861
3,063,315 3104017
14,804 588 15,184,138
H88 337 984, 742
20,565,963 21,321,244

11,858,410 12,262,162

6,059,648 G177.050
21,933 22,720
ag7.2v70 741,119
369,734 367,245
4038 897 395,499
109,288 -

581,422 S8d 281

19,863 601 20,550 086

$£.. 967532 57731158



Tri County Area Schools

Management’'s Discussion and Analysis
For Fiscal Year Ended June 3D, 2008

Analysls of Resuits of Operations:

During flscal year ended June 30, 2008 the district's net assets increased by §771,158. Several factors that
helped cause the increase are discussed in the following sections.

A, Governmental Fund Operating Results
The District's revenues from governmentat fund operations exceeded expendilures by $512 290 for the
fiseal year ended June 3G, 2008, Further discussion of the district's operating results is available in the
section entitled "Results of 2007-2008 Operalions” located on the following pages.

B. Depreciation Expense
The cost of capital assels is allocated over the useful lives of the assels as depreciaticn expense, During
2007-08, districl assets depreciated in the amount of 5584,281, causing a reduction in nel district assels.

C. Long-Term Debt Activities
The districl reduced ils long-lerm debl obligation during 2007-2008 by making principal payments and
having other debt arlivity amounting to $755,935. Accrued compensated absences decreased by a net
564,695

Results of 2007-2008 Operations

During fiscal yvear ended June 30, 2008, the District nel assets increased by $3777,158 at [he Dislrict-wide [evel.
A few additional significant factors affecting net assets during Lhe year are discussed helow:

A, Generzl Fund Qperstions

The General Fund is the main fund for the district and includes all the costs related o educating the students of
the Tri Counly Area Schools suech as: Salaries and bengfits for Teachers, Classroom Parapros, Administrators,
Secretaries, Accounting Staff, CustodialiMaintenance Sta#, Librarians, Counselors, Bus Drivers and octher
miscellaneous posilions,; leaching supplies, employee fraining, utilities, building maintenance supplies and other.

The Diskrict's reverues from General Fund operalions exceeded expenditures by $325 950 for the fiscal year
ended Jyne 30, 2008, The General Fund as of June 30, 2008, has a fund balance of §4,424,194 or 23.24% of
expendilures and other financing uses for the 2007-2008 fiscal year. It is essential for the district to mainlain an
appropriale fund balance Lo insure adequate cash flow through qul Ihe yvear. The disikict leviss operationst
taxes December 1 which is five months after the beginning of the fiscal year. Many of the savings made
throughout the district are & result of efficient uses of the districls resources by al employees.

B. Debt Service Fund Operations

The Debt Service Funds consist af lhree separate debl funds as follows: 1898 Debt, 2003 Bond Refunding, and
2005 Bond Refunding. The Debt Service Funds are set up to collect taxes and pay annual dett payments. At
June 30, 2008, lhe Debt Service Funds had $414,603 in fund equity available for future bond payments,

The District also had Durant resclution Bonds and compensaiad absences oulstanding at June 20, 2008, which
totated £21,334 and $808 191, respectively.

- i -



Tri County Area Schools

Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

The Dislrict ras the following principal balance on bonded long-term debt obligatians:

Principal
Balance
June 30, 2004
1854 Debt Bonds % 180,000
2003 Refunding Bongs g, 160,000
2005 Refunding Bonds 2,735,000
Total long-term
bond obligations 5 9085000

C. Schaool Service Funds

The Tri County Area Schools also has schooi service funds that include the following: Foad Service Fund and
Athletics Fund.

The Food Service Fund is a fund that reports the food service program activities, In 2007-2008 the Food
Service Fund had revenues of 737 854 and expenditures of $767.580. The Food Service Fund is self-
supporting and reimburses the General Fund for all identified overhead costs associated with ils operation. The
Food Service Fund had a fund balance of 381,830, The fund balance decreased 523,938 due o the purchase
of & new point of sale system to iImprove communication internally but more importantty externally to parenls.

The Athlelics Fund includes costs for high school and middle school athletic pregrams including the cost for
coaches, officials, supplies, tournamenls, and miscellansgous. Transportation and Indirect costs are acoounted
for in the Athletic Fund. In 2007-2008 the Athletics Fund had revenues and other financing sources of $366,825
and expenditures of §388 870, The Athletics Fund generated $83,825 in révenue from gate receipts, passes,
fees, donations, and other miscettaneous items. The Afivetics Fund must have a bafanced budget and the
District contributed $283,000 from the Genegrat Fund to balance the fund. The Athletice Fund had a fund
balance of §7,1588.

D. Net Invastiment in Capital Assets

The district's net investment in capital assets decrgased by %450,501 during the fiscat yvear. This can be
summarized as follows:

Balance Mt Balance
June 30, 2007 Change June 30, 2008
Capital aszets 5 23,471,575 5 T4 710 § 23,486 285
Less: accurnulated deprecialion { _B.888.205 ) f 525211 ) [ 9413416
Met investment in capital outiay  $ 14,523,370 % 450,501 ) & 14,072 860

A bus was disposed of during the 2087-08 year. The district also added two busses and ¢lassroom furniture
during 200708 year,

- wiii -



Tri County Area Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

IMPORTANT ECONOMIC FACTORS
A. State of Michigan Unrestricted Aid [Net 5tate Foundation Grant}
The State of Michigan aid, unrestricted, is determined wih the following variables:
a.  State of Michigan State Aid Act per student foundation allowance
b, Student Enroltment - Blended &l 75 percent of cumenl year's fall counl and 25 percent of prior year's
winker counl
¢, The Disirict's non-homestead properly valualion,
E. Per Student Foundation Alfowance
Annualiy, the Slate of Michigan establishes the per studenl foundation allowance, The T Courtly Area Schocis
foundation allowance was $7,204 per student for the 20072008 school year. Due 1o the voters approval of the
headlee rollback override lhe district received the entire $7,204 per student,
C. Student Enrollment
The District's studert enrgllment for the fall count of 2007-2008 was 2 46844 students.  The Diskrict's

enroliment has beer slightly increasing fer the grior schoq] year's studenl count.  The follgwing summarizes falt
studgent enroliments in the past five years:

FTE Change
Swdent FTE . from Prior Year

2007-2008 2,465 35
2006-2007 2432 21
2005-2006 2411 53
2004-2005 2,358 3
2003-2004 2,355 (10
2002-2003 2,365 1

D. Property Taxes levied for General Oparations {General Fund Non-Homestead Taxes)

The District tevied 18.0000 mills of property laxes for operalions {General Fund) on Non-Homestead properties.
Ungder Michigan law, 1he taxable levy iz based on the laxable valuation of properlies. Annually, the taxable
valuglion increase n property values 16 capped al he rate of the prior year's CP increase or five (§) percent,
whichevar is less. At the time of sale, a property's taxable valuation s readjusted o the State Equalized value,
which 15, theoraticatiy, 50 percent of the market value. The Dislrict’s non-homestead property tax revenue for
2007-2008 fiscal year was 32,039,979, The non-homestead tax levied revenue increased by 4.7% over the
prioT year,

E. Debt Fund Property Taxes

The District's debt fund levy, which is used o pay the principal and interest on bong obligations, is based on the
taxable valuation of a|l progerties: homestead and non-homestead,

For 2007-20408 the District’s dett millage levy was 2.9738 mills, a decrease of §.3%. which generated revenue
of 31,113,745,
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Tri County Area Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008
GENERAL FUND BUDGET & ACTUAL REVENLUES & EXPENDITURES
Lisked below is an analysic of the oniginal budget and final budge! to the final actual.

General Fund Expenditures and Other Uses Budget vs. Actual

Yariances
Actual & Actial &
Original Final Original Final
Fizspal Year Budgel Budget Actual Budgel Budget
2007-2008 519,083,140 %19,289, 760 $15,0:33,930 0.23% 1.3%
2008-2007 $18.664 850 H18,802,020 318,575,852 0.5% 1.2%
General Fund Revenues and Other Scurges, Budget vs. Actual
Variances
Actual & Acteat &
Criginal Final Original Final
Fiscal Year Budget Budaet Achual Budgsat Budget
2007-2008 318,657,080 $19,355 930 514,358,880 3.8% 0.0%
2008-2007 319,005,200 $i8841 630 18,924 B0 {0.4%) 0.4%

Qriginal vs. Final Budyget:

The Unifarm Budgst Act of the Stale of Michigan requires that the Board of Education approve the arlginal
budget for the upcoming year prior to July 1, the start of the fiscal year.

Ag a matter of practice, Tri County Area Schoolg amends itz budget pericdicaliy during the school year. The
June 30, 2008 budgel amendment was the final budget for the fiscal yesar.

Ganera!l Fund Expenditures:

The District's budget for expenditures changed as follows during the year:

Percertt
Tolal Expenditures Original Budget $ 18,083,140 1000
Tolai Expenditures Final Budget 18,288 7&0 101.1
Increase in Budget Expenditures ¥ 206,620 ——]

The District's astusl expendilures were less than the final hudget by $255,830 or 1.3 percent.
Some of lhe significanl changes in expenditure budgets for the year include:
» Ipcrease in instructional supplies and textbooks

= Changes in staffing needs due to special education student needs.
» Purchase of twg used busses



Tri County Area Schools

Management's Biscussion and Analysis
For Fisca! Year Ended June 30, 2008

Revenue Change fraom Original to Firal Budget:

Percent
Total Revenues Qriginal Budget % 18657080 100.0
Tolal Revenues Final Budgel 19,358,930 103.8
Decrease in Budget Revenues % 702050 - 4.8

The District's final actual general fund revenues were grealer than the final budget by $50, 2 variance of 0.001%
fzom thi final budget.

The Final revenue budget reflects the following changes from the Criginal Budget,

»  Local sources increased by 328,460 due o increased revenues from property values, charges far
service, and lransportation fees however inlerest income decreasead.

» State aid increased by $493,570 due to changes in the foundaton alowance and increase in
student enrallment.

«  Special Education revenue increased by 393,190 from the county due to additional funding from the
intermediate School Districl.

Additional Economic Factors and Next Year's Budgets and Rates

Dur elected offficials and administration considered many factors when sefling the Schoal District’s 2009 fisca)
year budget. One of the most important factors affecting the budget is our student caunt. The State foundation
revenue g delermined by muitiplying the blended student count By the foundation allowance per pupil. The
blended count for the 2008 fiscal year is 25 percent and 73 percent of the February 2008 and September 2008
student counts, respeclively. The 2006 fizcal year budoel was adopted in June 2008, based an an estimale of
students that will be enrolled in September 2008, Approximately 80 percent to 85 percent of total General Fund
reverues arg from the foundation allowance. Under State law, the Schoot District cannat access additiona
property lax revenue for general operations. As a resull, district funding is heavily dependent on the Stale's
ability to fund local school operations. Based on eary enroliment data at the start of the 2008-2009 school year,
we anlicipate that the fall student caunt will be similar ta the estimates used in creating the 2008 fiscal year final
budgel. Cnce the final student count and related per pupil funding is validated, State law requires the School
District to amend the budget if actual district resources are not sufficient to fund ariginal appropriations.

Since the Schoaol Districl’s revenue is heavily depandent on State Funding and the status of the State’s Schoal
Aid Fund, Lhe aclual revenue received depends on lhe State’s ability to collect revenues to fund its appropriation
to schaol districts.

Contacting the District’s Financial Management

This fimancial reporl is designed to provide our citzens and taxpayers with a general overview of the Districi's

finances, If you have questions about this report or nesd additional information, contact Tamera L. Fowers,
Business Manager, Tri Sounty Area Schaols, 34 Charry Street, Sand Lake, Michigan 49343,

- Xi-
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Tri Counly Area Schools
STATEMENT OF NET ASSETS

June 30, 2008

Governmental
Activitios
ASSETS
Current assets
Cazh ¥ 4,618,135
Accounts receivable 42,356
Prepaids 11,407
Due from olher governmental dnils 3,114,327
Inventory 132,054
Total current assets 7319789
Moncurrent sssets
Capital assats not being depreciated 756,211
Capital assefs, net of accurnulated depreciation 13,316,658
Total noncurrernt assels 14,072 863
TOTAL ASSETS 21,992,658
LIABILITIES
Current liabilihes
Accounts payatle 61,822
Accrued payrg!| 967 628
Accraed intergst payable 57,387
Olher accried labiities §17 847
Due to other governmental units 85,722
Unearned revenue 7534
Current partien of compensated absences 08 284
Current portion of long-term debt 802671
Touat current kabilities 2,699,595
Moncumrent liabililies
iNoncurrenl portion of ascrued interes! payable 18,125
tlorcurrenl portion of compensaled sbzences 709 207
MNancument portion of long-lerm debt 204,911
Total noncurrent liahilities B.G32.243
TOTAL LIABILITIES 11,631,938
MET ASSETS
Invesied in capilal assets, net of related debt 5,065 287
Restricted for debl service 339,09
Unrestricted 4 056 342
TOTAL MET ASSETS $ 10,380,720

See accompanying notes 1o financial statements,



Tri County Area Schools
STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Met [Expenze]
Revernues and

Changes in
FProgram Revenues Mel Assels
Charges for Opersting Governmental
Governmental Aclivities Expenses Services Crants Activities
Functions/Programs
Instruction £ 122682162 3 MY.B0s 5 1,420,707 5 (10723650}
Supporting seMvIces 8,177,050 238,088 4277 {6,144 685)
Community senices 22,720 30,235 - 7,516
Food services 743,118 205625 437877 {7617}
Athletics 367,245 B3, 732 - (283,513}
Interest on long-term debt 395,489 - {395,455}
Linallpcated depreciztion 584,281 - {584,231)
TOTAL EXPENSES S 20,550,086 $ 555486 S 1,862 861 (18,131,739}

General Revanues
Property taxes
Statz school aid - unrestricted
Special Education counly allocation
Investrment exmings
Miscellzneous

TOTAL GENERAL REVENUES
CHAMGE IN NET ASSETS
Met assets, beginning of year

Met assets, end of vear

See accompanying notes to financial statermeants

3154017
15,184,155
300,205
133,814
130,823

18,802,897

771,168

9,589,562

§ 10360720



Tri County Area Schools

SOVERNMENTAL FUNDS BALANCE SHEET

ASSETS
Cash
Accounts receivable
Frepaids
Cue from other funds
Due from ofher governmental units
Inyentory

TOTAL ASSETS

LIABILITIES AMND FUND BALAMCES

LIABILITIES

Accounts payable

Accrued payrall

Other accrued liahilifies

Due ta ofher funds

Chee to other govarnmental units
Creferred revanue

TOTAL LIABILITIES

FUMND BALANMCES
FReserved lor
inventory and prepaids
Dbt service
Unreserved
Undesignated, reported in;
2eneral fund
Special revenus funds
Capital project funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AMND FUND BALANCES

See accompanying noles to financial slalements.

June 30, 2008

Manmajor Total
Governmental Sovernmental

General Funds Funds
T 330 425 3 F28.637 & 4 031 052
42 366 - 42 366
11,407 - 11,407
- 260,000 260,000
3,106 905 7832 3.144,827
118,385 13,608 132,054
% 5,580,570 $ 1,01%,137 3 7,991,716
E 26,795 3 13,237 T 40 032
967 628 - 967 628
617,847 - 617,847
457,218 15044 A4T2.262
85,722 - 85 722
1,175 5,459 7634
2,156,385 34 7440 2,191,125
129,793 13,668 143 481
- 414,603 414,603
4,284 401 - 4,294,401
- 75,370 75370
472,756 472,756
4,424,124 976,397 5,400,501
% 5,580579 & 1,011,137 b 7,001,716




Tri County Area Schaalg

RECONCILIATION OF THE GOVERMMENTAL FUINDS BALANMCE SHEET TQ
THE STATEMENT OF NET ASS5ETS

June 30, 2008
Total fund balance - governmental funds 5 5400.591
Amounts reparted far the governmental activiies in the staterment of net assets are different because:

Capital assets used in governmental activities are not inancial resources
and therefore are not reported as assets in the governmental funds.

The cosl of capilal assets is 8§ 23.4B5285
Accumulaled deprecialion is [9.413,418)
14,072,869
Internal Service Funds are used by managemenl ta charge the costs of certain aclivities
to individual funds. The azzets and liahilities of the Internal Service Funds are inciuded
in the governmenlal activities i the Government-wide Statement of Net Assels,
ket assel= of governmental aclivities
accounted for in Inlernal Service Funds 18,162
{aovermmental funds repor the difference between the carrying amount of the defeasec deby
and its reacquisition price when debt is first issued, whereas these amounts are deferred and
amortized in the Statement of Net Assets. These amounts consist of;
Unamortized defeased datd 168,752
Long-term lizbilities thal are not included in a proprietary fund at the fund level and are
not due and payable in the current period ars not reported a3 liabilities in the funds
The applicabie long-lerm Eabidities 2t year-end consis! of
Bonds and loans payable 9,175,334
Accrued intersst payable 75,512
Applicable portion af campensated absences 47 808
(9,280 854
Net assets of govarnmental activities F 10,360,720

See accompanying noles 1o financial statements.



Tri County Area Schools

STATEMENT OF REVENLUES EXPENDITURES, aND CHANGES N FUND BALANCES -
GOVERNMENTAL FUNDS

Year Ended June 30, 2008

Monmaijor Tatals
Governmenla! Governmental
General Funds Funds
REVENLUES
Local sources 2,341,284 5 1,623 486 L 3,864,770
State sources 16,236,144 23,738 16,259,882
Federal sourrces 367,978 414 140 782118
TOTAL REVENMUES 18,945 406 1,961,364 24,906 770
ExPEMDITURES
Current
trstrection 12,219,324 12,219,324
Supporting senvices 6,230,539 6,239,939
Community services 23703 22 703
Facility senvices 8 887 - 8 887
Food service activilies - 740,553 40,563
Alhletic activities - 356,970 356,970
Capital outlay 57,330 57,330
Deht service
Principal retiremenl - 770,000 770,000
Interest, fiscal and other charges - 383,161 183,161
TOTAL EXPENDITURES 18,490 853 2.318.024 20,808 877
EXCESS OF REVERNUES OVER
{UNBER] EXPENDITURES 454 553 (356,660) 97 8gd
OTHER FINANCING SOURCES (LISES)
Transfers from other funds - 543,000 543,000
County S0UrCes 05,205 305,205
Other transactions 103,260 109,269
Transfers to other funds 543,008 {543 000}
Other 77} - {77}
TOTAL OTHER FINANCING
SOURCES (LSES) {128,603} 543,000 414,387
NMET CHAMGE IN FUND BALANCES 325,950 186,340 512,290
Fund balances, beginning of year 4,008,244 790,057 4,888,301
Furd balances, end of year § 4424154 3 975 387 § 5,400 551

See accompanying notes 1o financial statements.



Tri County Area Schools

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALAMCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2008
Met change in fund balances - total governmental funds & 512,290
Amaounts reported for governmental activities in the statement of activities are different becaese:
Capital outlays are reported 23 expenditures in governmerdat funds, However, in the

statement of activities, the cost of capital assets is allocated over their estimated usaful lives
as deprecitation expense. |0 the current period, these amounts &re;

Capitat outlay 3 133,730
Gepreciation expense {534,281}
Excess of depreciation expenseg over capital oullay {450,507)

Internal service funds are used by management to charge the costz of
certain activilies tg individual funds.

Mel expaenss from governmenial activities accounted
for in nternal Service Funds {33,551)

Repayment of long-ferm debt and borrowing of long-term debt is reported az expenditures and
other financing sources in governmental funds, but the repayment reduces long-lerm

liabilities and Ihe borrowings increase long-term Gabilitizs in lhe statement of net assets,

Alsg, governmenlal funds report the effect of the difference bebwveen the carrying amount of
defeasad debl and its reacquisition price whan debt is first issued, whercas these amounts are
deferred and amorlized in the statement of activilies. In the current year, these amounts consist of.

Bond and lpan principal retiremeant 770,000
Amortization of deferred amounts on debl refunding {14,062}
755,038
Some items reported in the stalement of activities do no! require the usea of current financial
resources and lherefore are not reporled as expenditures in governmental funds. These
aclivilies conzigt of
Decrease in accrued interest payable 1,724
Change in governmental activities
reporling of compensated absences {14,712}
{12,988)
Change in net asseds of governmental activities ] 771,158

See accompanying notes to financial statements.



Tri Courty Area Schools
Proprietary Funds - Internal Service Funds
STATEMENT OF NET ASSETS

June 33, 2008

Governmental
Aclivities
ASSETS
Current assets
{sazh 3 588073
Oue from other funds 212,262
TOTAL ASSETS 800,335
LIABILITIES
Current liabilities
Accounts payable 21,790
Compergated absences o8, DR
Total currert liabilities 120,774
Meoncurrend liabilities
Compensated absences £61,390
TOTAL LIABILITIES 82173
NET ASSETS
Unresiricted $ 18,162

See accompanying notes 10 financial statements.



Tri County Arga Schouls
Froprietary Funds - interraal Service Funds

STATEMENT OF REVENUES, EXPENSES, AMND CHANGES i
FUND NET ASSETS

Yaar Ended June 30, 2008

Governmental
Activities
QPERATING REVENUES
Charges for services 5 172,095
OPERATIMG EXFENSES
Fringe benefits 221 487
OPERATING LOSS {45,392)
MONOFERATING REVENLUES
IMteresl revenue 15,811
CHANGE IN NET ASSETS (13,581}
Met assels, beginning of year 51,743
MNet assets, end of year % 18,162

See gccompanying rates o financial statements.



Tri County Area Schools
Freprietary Funds - Internal Service Funds
STATEMENT OF CASH FLOWVS

Year Ended June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from cuslomers
Cash received from olher funds
Eash paid for employees and retiree benehits

MET CASH USED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
[nterest earned

WET DECREASE IN CASH
{ash, beginning of vear
Cash, end of year

Reconciligtion of operating loss o net
cash used by operaling activitles
Cperaling loss
Adjusiments to reconcile operating {loss)
lo cash used by operating aclivities
{Decrease) in accounts pavable
Decrease in due from other funds
{Decrease} in compensaled absences

WET CASH LSED BY OPERATING ACTIVITIES

See accompanying notes 1o financial staterments.

Governmantal
Aclivities
5 172085
18,415
{207.834)

[17,324)

15,811
{1,513}
588,588

$ 588,073

§  {49.392)

(321}
111,796
{79.407)

5 {17,324)



Tei Counly Area Schools
Fiduciary Funds
STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2008

Agency
Fund
ASSFETS
Cash 53 153 368
LIABILITIES
Cue to student groups 5 153,368

See accompanying notes 0 financial statements.
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Trt County Area Schools
NOTES TO FINANCIAL 3TATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Tri Counly Area Schools have been prepared in conformity with acsounting principles
generally accepled in lhe United States of America (GAAPY as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting angd financial reporting principles. The District's more sigrificant accounting policies are described
below.

1. Reporting Entit

Az required by accounting principles generally accepted in the United States of America, GASE Stalement No. 14,
The Financial Reporfing Enfity {as amended by GASE No. 39}, and Slaterment on AMichigan Governmental
Accourting and Auditing Mo, 8, these lnancial statements present tbe financial activities of Tri County Anea
Schools (prnmary government). The District has no selivities that would be classified as component units.

Based upon the application of these criteria, the financial statements of the District contain 2l the funds conlrolled
by the District.

2. Basis of Presentation and Megsuramert Foous

DISTRICT-WIDE FinANCIAL STATEMENTS

The statemerd of net assets and the statemenl of activities (the district-wide slatements) present information for the
district as a whole, Al nonfiduciary activities of the primary government are included {i.e., fiduciary fund activities
are nat included in the districl-wide stalements). Ineriund activity has been eliminated in the preparation of the
district-wide financial slatements.

The stalement of activiles pregents the direct funstional expenses of the Dislrict and the program revenues Lhat
support them. Direct expenses are specifically associaled with a8 service, program, or depariment and are
therefore clearly identifiable t0 a particular function. Program revenues are assacialed with specific funclions and
include charges to recipients of goods or services and grants and conitibulions Lhal are resiricied to megting the
operational or cagital requirements of thal function, Revenues that are not required 1o be presented as program
revenues are general revenues. This includes all taxes, inlerest, and unresincted Stale aid payments and other
general revenues and shows how governmental lunctions are either self-financing or supported by the general
revenues of the District.

FUND FINANCIAL STATEMENTS

The fund financial statements present the Distriel’s individual major fund and agaregated nonmajor funds. A
separate column is shown far the major fund on the hatance sheet and statemernt of revenuegs, expenditures, and
changes in fund balarnces. Nonmaior funds are combingd and shown in a single colurnn,

Al governmentat funds are presented using the corrent financial rescurces measurement focus.  With this
measurement focus, only currenl gssels and current liabiitss generally are included on the balance sheel.
Qperating statements of lhesa funds presenl increases {iLe., revenues ard other financing sources) and decreases
{i.e.. expenditures and other financing uses) in net curren] assets.

The district-wide, proprietary, and fiduciary fund financial stalerments are presented using the economic resources
measurement focus, similar lo that used by business enterprices or nol-for-profit grgamzations. Because anolher
measurement focus is used in the govemmental fund financial statements, reconcilialions to the dislrict-wide
statements are provided that explain the differences in getail,

There iz no measurement focus for the fiduciary agency fund since assets equal liakilities,

-1 -



Tri Counly Area Schools
WOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCGUNTING POLICIES - CONTINUED

2. Basig of Presentalion - continuad
Trne major fund of the Disirct s

a. General Fung - The General Fund is used lo accounl for money or other resources provided to the District (o
support the edscattonal programs and general operations of the District.

2. Basis of Accounting

All governmental funds are accounted for using the modified accrual basis of accounting.  Under this method,
revenues are recognized when they become susceptible to accrual {when they become both "measurable” and
“‘available to finance expenditures of the cument period™. The length of Hme used for “available” for purposes of
revenuye recognition in he governmental fund inancial statements is 60 days. Revenues that are considered
measurable but nol available are recorded as a receivable and deferred revenue. Significant revenues susceptible
lo accrual are speclal assessments and certain intergovemmental revenues.  Expendilures are gencrally
recogrized under the modilied accrual basis of accounting when the related fund lability is incurred, except for
interest on long-term debt which iz recorded when due.

Al proprietary funds are accounled for ugsing lhe acensal basis of acoourting. Their revenues are recognized when
they are earned, and their expenses are recognized when they are incured.

Privale-seclor standards of accounting and financial reporing issued to December 1, 1889, generally are followed
in both the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board., Governments alsa have the
option of following subseguent private-sector guidance for their business-type activities, subject o this same
limitation. The District has elected aot to follow subseguent private-sector guidance.

Proprietary funds distinguish operaling revenues and expenses from non-operating items. Operating revenues
and eapenses generglly result from providing services and producing and defivering goods in connection with a
proprietary fund’s principal ongoing operalions.  The principal operating revenues of the Propretary Funds are
charges lo customers for sales and services. Operating expenses for proprielary funds include the costs of sales
and services, administrative expenses, and other costs of running the achivity, Al reverwes and expenses not
raeeting this defintion are reporned as non-operating revenues and expenses.  Wwhen both restricled and
urrestricled resources are available for use, it is the District's policy 1o use restricted resources first, then
unrestricted resources as they are needed.

4. Budgets and Budgetary Accounting

Budgets are adopled on a basis cansistent with accournling principles generally accepled in the United States of
America. Annual appropriated budgets are adopled far all required governmental fund lypes.

The Districl does not maintain & formalized encembrance accounting system, Al annual approprialions lapse al
fiscal year end.

Tha Dislric! fofiows these procadures in establishing the budgetary data reflected in the financial statemenls:

a. The Superintendent submits to the School Board a proposed opearating budget for the fiscal year commenging
an July 1. The operating budget includes proposed expandilures and the means for inancing them.

b. Public hearings are conducted to oblain taxpayer comments.

47



Tri County Area Schaoaols
NOTES TO FIMAMCIAL STATEMENTS

June 30, 2008

NOTE A SUMMARY OF SISNIFICANT ACCOUNTING POLICIES - CONTINUED

4. Budgets and Budgetary Accounting - continued

e. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to the Uniform Budgeting
and Aceounting Act (PA. 821 of 1978). The Act requires that Ihe budgel be ameanded prior o the end of the
fiscal year when necessary lo adjust appropnizabons if il appears that revenues and other financing sources will
not be in excess of original estimates, Expendilures shall not be made or incurred, unless authorized in the
budget, n excess of the amounts appropriated.

d. The hudgets are legally adopted o the funclional fevel; however, Ihey are maintained at the object level for
contral purposes. Any revisions that alter the kotal expendilures at the functional level must be approved by
the School Board.

e. The Superintendent is authorized o transfer budgeted amocunts for purposes of meaeting emergency needs of
thre Disliict, however, these transfers rmust be approved subsequently by the Board of Education.

f. Formal budgetary intégration is employed 35 a management control device during the year for all
governmenlal fund types.

g. The budgel a3 mresented, has been amended in a legally permissible manner.  Six {6) supplemental
anpropriations were made during e year with the last approved June 30, 2008

5 Cash
Cash consigt of checking and savings accounts.

6. Shor-term Inlerfund Receivables/Pavables

During the course of aperalions, numeraus Iransactions gocur between individual funds for goods provided or
services rendered, These receivables and payables are classified as “due from other funds” and "due 1o other
funds" on the governmenial funds balance sheet,

7. Invenionas

Inventories are stated at cost on a first inffirst out basis. The General Fund inventary cansists of office and
transportation supplies. The Food Services Fund iwventary consists of food and paper goods, Inventery amaunts
are equally offset by a fund baltance reserve which indicates thal they do not conslitule "available spendable
resources” evan though they are a caomponen! of net cureent asgets.

8. Dug From Cther Governmental Lnits

Due from other governmental units consists of various amaunts owed ta the District for grant programs ang Stale
Aid payments. The State of Michigan's funding stream of State Aid payments results in the final two (2) payments
for the fiscal year ended June 30, 2006 to be paid in July ard August 2008, OF the tatal amound of $3,114,827 due
from other governmental unis, $2,943,532 consists of State Aid and the remaining $171,285 from other
governmental grants,
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Tri County Area Schools
NOTES T FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OQF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

9. Capital Assets

Capital assets include tand, buildings and impravements, Turniture and equipment, and buses and olher and
vehicles and are recorded (nel of accumulated depresiation, if applicable) in the districl-wide finansial statements.
Capital assets are those wilh an imitial individual cost greater than 55,000 except for new compulers, printers, data
projectors and lelevisions which have no cost threshold and all new classrooms (recorded at total content cnst)
ard an estimated useiul lile of mare than ane year. Capital assets are not recorded in the govesnmental funds,
Instead, capital acquisiion and construction are reflected as expenditures In governmentat funds, and the relaed
assels are reported in lhe disivict-wide financial statemenis. All purchased fived assets are valued a cost where
historical records are available and at an eshimated hisiorical cost where no historical records exist.  Donated
capital assets are valued ai their estimated fair markat value on the date received.

The cosl of normal mainlenance and repairs thal do not add ko the value of the asset or materially extend assel
tives are nol capilalized. Depreciation is compuled using the siraight-line method over the following useful lives:

Buildings and improvements 20 - 50 years
Buses and other vehicles B years
Furniture and equipment 5- 20 years

The District has no assets that would be ciassified as infrastructure assefs,

10, Compensaled Absences

Based on the requirements of GASE Statement Mo, 16, Aceounting fr Compensated Absences, the District has
recorded all liakilities associated with compensated sbsences.  Accumulated vested severance amounts and
narrrested severance amounts that are probable o vesl and be paid a1 terminatior are considered payable from
lulure resources and are recorded along with the related payrol 1axes as a long-lerm: fability in the Internal Senvice
[Retirerment Payoutt Fund and in the district-wide financial stalements. The liability for accomulated vested
vacation amounls are recorded as & liability in the disinicl-wide financial statements.

14, Accrued Interesl Payable

Accrued interest is presented for long-term obligations in the district-wide statemeanls in two componerds:  the
portion of accrugd interest payable thal is dug within oné year 15 réported a3 & current ligbility, 1hé remaining
amount that is nat duve wikhin one year has been reporied 83 a noncurrent liabilily, The interest payable on the
Durant Resolution Bonds that ware dus hiay 15 2003 through May 15, 2005 and May 15, 2007 through May 15,
2008 and a portion of May 15, 2009 is shown as & noncurrent liability due to the State of Michigan deferring
payments during this time period until May 15, 201 3. Mermal paymerts on the Curant Bonds will resume in 2008,

12. Long-term Obligations

Long-term debt iz recognized as & liabilily in the dislrict-wde slatements when incurred.  The portion of those
liabilities expected to be paid within the next year is a current lability with the remaining amounls shown as long-
berre,

Lang-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumulated i a Debl Service Fund for payment early in the following year. For other long-tems obligations, anly
thal portion expected to be financed from expendable available financial resources is reported 25 a fund liability of
a governmental fund.

-14 -



Tri Counly Area Schools
NOTES TO FINANMCIAL STATEMENTS

dune 30, 2006

NOTE A: SUMMARY GF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

13. Property Taxes

Property taxes lavied by the District are ¢ollected by various municipslities and pericdically remitted to the District.
The taxes are levied as of December 1 and are dus upon receipt of the billing by the laxpayer, The actual due
date iz February 14, after which time Lhe bills become delinquent and penalties and interest may be assessed by
the collecting entily. School District property lax révenues are recognized when levied to the extent that they resuit
in current revenue [collecled as of year-end). Amounts received subsequent to Jume 30 are recognized =s
revenue when collected.

The Districl levies taxes of F18.00 per $1,000 of taxable valatian on nonbomestead property for general
governmental services and 52 9738 per §1,000 of taxable valualicn on the lotal applicable taxable valuation of gl
property within the District for debt service. The District is also permitted to levy addilional amounts for
enhancement andiar debt service if voter appraval is oblained.

14, State Foungdabion Revenue

Beginning with the fiscal year ended June 30, 14995, the State of Michigan adopted a foundation grant agproach,
which provides for 3 specific annuat arrounl of reverue per student based on a statewide formula. Prior o the
ficcal year ended June 30, 1995 the State utilizes a district power equalizing approach. The foundation is funded
from State and local sources, Revenues Trom Stale saurces are primarily governed by the Schoal Aid Act and the
School Code of Michigan. The Michigan Department of Education adminislers he allogation of State funds to
school districts based on information suppligd by the districts. For the year anded June 30, 2008, the foundatian
allowance was based o0 the average of pupil membearship counts taken in September 2007 and February 20467,
The average calculalion was weighled 75% for the Seplernber 2087 count and 25% for the Febroary 2007 count.

The Stale portion of the loundation is provided primarily by a State education property tax millage of 6 mills and an
allpcated portion of Stale sales and other taxes. The local portion of the founcation iz funded primariy by
norhomestead property laxes, which may te levied a2l a rale of up o 18 mills, The Sate revenue is recognized
during ke foundation period {ourrenlly Ike fiscal yeart and is funded through nine (3 payrments made during the
fiscal year ang bwo (2) payment made subsequent 1o year-end. The local revenue is recognized as autlined above
under Property Taxes,

15, [nterdfund Transactions

Imterfund transactions are reported as either lgans, services provided, reimburgements or kransfers, Loans are
reporied as interfund receivabies and payabtes as apprapriate and are subject to elimination upon consolidation,
Services provided, deemed to be al market or near market rates, are ftreated as reverues and
expenditures/oxpenses. Reimbursemenls are when ore fund incurs a cost, charges the appropriate benefiling
fund and reduces its related cost as a reimbursemerl. Al other interfund transactions are treated as transfers.
Transfers are nelted as part of the resonciliation lo the districkwide financial stalements.

16. Federal Programs

Federal programs are accounted for in the specific governmental funds to which (hey relate. The District has not
mlegrated is Single Audit reports and financial data as part of the financial statements. The Single Audit reports
and financial data will be issued under separale cover as supplementary irformation ko the financial statements.

17. Comparative Data

Caomparative data lor the arior year has not been presented in the basic financial statements since ther inclusion
wotd make the statements unduly comptex and ditficuit o reaaq.
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Tr County Arga Schools
MOTES T FINANCIAL STATEMENTS

Jure 30, 2008

NOTE B: CASH

in accordance with hMichigan Public Act 451 of 1976, Section 1223{1), as amended, the District is authorized o
invest ils surplus funds in the following lypes of nveslments:

1. Bonds. kills, or noles of The United States; obligations, the principal and interest of which are fully guaranteed
by the United States; or obligations of the State.

2. Cerlificates of deposit issued by a 3tate or Matiors! bank, sawings accounts of a2 Slate or Federal savings and
luan association, of certificates of deposit or share cedificates of a State or Federal credil union organized and
authorized o operate in this State.

3. Commercial paper rated prime at the time of purchase and maturing not more than 270 days affer lhe date of
purchase,

4, Securities issued or guaranieed by agencies or instrumentalities of the United States government.

5. lUnited States governmenl or Federal agency obligation repurchase agreements.

6. Bankers' acceptances issued by & bank that is a member of the Federal Deposilory Insurance Corporation.

7. hlutya! funds composed enlirely of investment vehicles that are legal for direct investment by a2 School District.

& Ilovastment popls, a3 authorized by the Surplus Funds Investment Pool Act, Act No. 367 of the Public Acts of
1982, being sections 129.111 10 1Z8.118 of the Michigan Compiled Laws, composed entirely of instruments
that are legal for direct investment by a School District.

Michigan Public Acts autharize schoaol districts in Michigan to deposit in the accounts of federally insured banks,
credit uniong, and savings and lpan associations. Deposits of the Diskict are a1 federally insurad banks and credit
unigns in the State of Michigan @ the name of the School District.

Federal Deposit Insurance Corparation (FDIC), Faderal Savings and Loan Insurance Coporation (FSLIC), and the
Mational Credit Union Adrminisiration regulalions pravide that deposils of governmental units are to be separately
insured for savings deposits and demand deposits wp lo $100.000 sach. Furthermeore, if specific deposits are
regulated by stalute or bond indenlure, lhese specific deposits are to be separately insured for the amount of
§i00.000. Michigan School Code Section 1223 allows that security in the form of collateral, surety bond, or
another form may be taken for |he deposits or investrments of a school district in & bank, savings and loan
associalion, or credit union.

Deposils

Thara is custodial credil risk as it relates to deposits. In the case of deposits, this is the risk (hal in the event of a
bank faiture, Ihe Diskict's deposits may nol be returnmec to it As of June 30, 2008, \he camyng amount of the
District's deposits was $4,772 503 and the bark halance was $5,084 958, of which 5426, 160 was covered by
federal depository insurance. The balance of $4,658 798 was uninsured and uncoillateralized.

Interast rate risk
The District has adopted a policy that indicates kow the District will minimize interest rate risk. which is tha risk thal

the market value of securities in the portfalio will fall due to changes in markel interest rates, by limiting the
weighted average malurity of its investment portfolic 1o less than a given pedod of lime.
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Tri County Area Schools
NOTES TQ FIMAMCIAL STATEMENTS

June 30, 2008

NOTE B: CASH - CONTINGED

Conceniration of credit risk

The District has adopted a policy that indicates how the Cistrict will minimize concenteation of credit risk, which ia
the risk of loss attributed to lhe magnitude of the District's invesiment in a segle issuer, by diversifying the
irvestment porifalio so that the impact of potential losses from any ane type of security ar issuer will be minimized.

Custodial credit risk

The District has adopted 2 policy that indicates how the Disfrict wili minemize custadial credit risk. Cuslodiat credit
risk is the risk of loss dug o the failure of the security issuer broker or backer. The Board policy imits investments
to the types of securities authorized by the Board and pre-gualifying the financial institutions, brokerdealers,
indermediaries and advisors with which ths District will do business in accordance with the Board approved policy.

As of June 30, 2008, the cash and cash equivalents referred to above have been reporied in the ¢ash and cash
equivalents caption in the basic financial statements in the foliowing categories:

Governmenial Fidugiary
Aclivities Fund Tolat
Cash 3§ 4.618,135 § 153348 E 4772503

Due to significantly higher cash flow at cerain periods during the yaar, the amount the District held as cash and
cash equivalents increased significantly. As a result, the amount of uninsured and uncallaterialized cash and cash
equivalents werg substantially higher at these peak periods than at year-end.

KOTE C; CAPITAL ASSETS

Capital asset aclivity for the year ended June 30, 2008 was as follows:

Balancs Balance
July 1, 2007 Addilions Deletions June 30, 2008
Capital assets nol being depreciated
Land ¥ 7H6 21 3 . - 5 - } 786211
Capilal assets being depreciated
Buildings and improvemants 16,868 526 24,380 - 18,692 816
Buses and other vehicles 1,566 822 108,400 { 53080 ) 1,617242
Furnilureg and eglEgment 1. 215416 - - 1,219.918
Subtotal 22 £55 364 133,740 [ 53080 ) 22730074
Less accumulated depreciation for:
Buildings and improvements {6,9268,576 ) [ 413,895 ) - (7346271 )
Buses and other vehlcles {1,173,876 % 94,951 ) 58,080 (1,208,747 )
Furniture and equipment { 7B7.753) { 69845 } - [ 887388 )
Subtatal (B.888 205 ) f 534281 } 55040 {8,413.416 3
Met capital assets
being depraciated 13,767 159 _f 450501 } -{- 13,316,658
Capital assets, net $14,523,370 $ 450501} 0% -0 814,072,860
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Tri County Area Schools
MNOTES TC FINANCIAL STATEMENTS

sune 36, 2008

NOTE C: CAPITAL ASSETS - CONTINUED

Diepreciation expense was not allocated to governmental funclions. It appears on the statement of activities as

“unalincated”.

MOTE D: INTERFUND RECEIVABLES AND PAYABLES

The amourt of intferfund receivables and payables at June 30, 2008 are as follows:

Due to nonmajgr governmental funds from:

General fund & L2E0.000
Due to inkernat service fund from:

(Sanerat fund 5 1972158

Monrranr governmental funds 15044

5 212282

Amounts appeanng as inledund pavables and recewables arize from two types of ransactions. One type of
transaction is where a fund will pay for a good Or service that at leasl a portion of the benefit belongs to another
fund. The second type of lransaction is where one fund provides 3 good or service to ancther fund. Balances at
the end of lhe year are for transfars that have nol cleared a5 of the balance sheet date.

NOTE E: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers, For
the purpose of the stalement of aclivities, all interfund transfers between individual governmental funds have been
eliminated.

Transfers ta noneeajor gevernrmigntal furids from:
CGenerad fund S 543000
MOTE F: LONG-TERM DEBT

The following is a summary of changes in ong-term cebl obligations of the District for the year ended June 30,
2004,

Amounts

Balance Balance Cue Within

July 1. 2007  Additigng Delgtions  June 30 2008 One Year
Bonded Dabt 5 0046334 & -8 TTO000 T 9176334 F FARE0S
Compensaled Absences 215 865 - 108,658 709,207 -

Post-Employment

Compensated Absences 57 024 90,674 48 711 08 954 93,884
3,818,220 Q0674 025,360 49984 525 BET7 593
Lesz: deferred amourts on refunding 182,814 - 14 062 168,752 14 062

$10636406 $ 90674 $ 911,307 $ 9816773 § _901655
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Tri County Area Schools
NOTES TO FINANCIAL STATEMENTS

Jume 30, 2003

NOTE F: LONG-TERM DEBT - CONTINUED

Advanced Refunding - Prior

On April 19, 2005 the District defeased a portion of the 1998 Schoo! Building and Site General Obligation Bonds,
which are due and payable May 1, 2010 through May 1, 20200 This was accomiplished by establishing an
irrevecable ust with an escrow agent composed of cash and U.S. Government Securnities sufficient to meet the
applicable principal and inleresl payments. The Dislrict issued 2005 Refunding Bonds in the amount of
$2.770,000 to fund escrow amounts, pay the cost of issuange of the refunding tonds, and ko pay a portion of the
remaining balances of the 1999 School Building and Site General Obligation Bonds. Accordingly, the trust account
assets and habillies for the defeased bond are not incluged in the District’s financial statements. At Jung 30, 2003,
bonds due and payable May 1, 2010 through May 1, 2020 for 1292 School Building and Site General Obligation
Bonds n the amount of $2 650,000 are considered defeased.

On March 18, 2003 the District defeased the porton of the 1993 School Bulding and Site Bonds which are due
and payable May 1, 2003 through May 1, 2020, This was accomplished by establishing an irrevocable trust with
an escrgw agent composed of cash and U5, government securities sufficient to meet the applicable principal and
interest obligations. The Distnict 1ssued General Obligation 2003 Refunging Bondzs in the amount ef §5,140,000 to
provide rezources lo fund the escrow amounts and pay the costs of issuance of the refunding bonds. Accordingly,
the trust account assets and liabibties for the defeased bonds are not included in the District's financizl statements.
Al June 30, 2008, bonds due and payvable May 1, 2003 through May 1, 2020 for the 1895 School Building and Site
EBonds in the amaunl of $6,2 75,000 are considered defeased.

General Obligalion Bonds - The Dislrict has isswed bonds to finance the acouisilion, new construction, and
remodeting of existing schoo! facilities. The following summanzes significan! delails of the bonds payable
autstanding at June 30, 2008

$3.680.000 Schoel Building and Site General Coligation Bonds dated June 17, 18989, due
in an annual installment of $180.000 on May 1, 2008 with interest of 4 70 percent,
payabls semi-annually. 3 190,000

24,140,000 Refunding Bonds dated March 18, 2003, dus in annual installments ranging
from £325,000 Lo 3$585,000 through May 1, 2020 with interest ranging from 3.20t0 4.15
percent, payable semi-antually. G,160,000
$2,770,000 Refunding Bonds dated April 12, 2005, due in annual insialments ranging

from 315,000 to $265,000 through May 1, 2020 with interest ranging from 3.20 la 4.15
percent, payable semi-annually. 2 Q00

9,085,000

Resclution Bands

$i64.683 1998 Durant Resoluton Bonds dated MNovember 15, 1998, due in anmual
instaltments from 37,842 o 837,384 wilh inleres| of 47615353 percent, paysble annually.
The annual debt service payments related lo these bonds is paid through an annual
appropriation from the Slate of Michipan. The annual debt payment has been suspended
for wo {2} years. The next paymenl will be paid May 15, 2009. 91,334

£ 9176,324

Compensaled Absences - Thase amounts consist of severance pay amounts, unused vasation, and amounts
agreed tc be paid as post-employment compensated absences per various agreemenis. Severance pay is the
targesi companent of compensated absences and is detailed below, The cther components are based on other
agreements and are detailed there.
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Tri Gounty Area Schools
MNOTES TO FINAMCIAL STATEMENTS

June 38, 2008

NOTE F: LONG-TERM DEBT - CONTINUED

Severance Pay - In recognition of services ko the District, a sevarance paymeant is made to eligible keachers and
adminisiralors wilh al least fifteen (15} vears of service, and to eligible support staff with at least 5 vears of
coniinuous service accarding lo lheir respective employmenl contracts as follows:

Teachers and Administralors hired before 1987

Eligible leachers and administrators will be paid one-half of the unused days at a daily rate of pay as of the day of
retirernient with ng lireit,

Administrators hired aller 1887

Eligible admimsiratars will be paid up to a maximum of 30 years at a rate of 3100 per year of service.

Teachers kired after 1937

Eligitale teachers will be paid a lump sum payment of 2{3's of the short ferm substitute teacher daily rate for each
unused personal illness day credited to their acgount.

Support staff

Eligible employees will be paid one-half of unysed houors up fo 2 maximum of gne hundred and twenty days of
accurmulated =ick leave al the houdy rale of pay upon rétiremeant.

Under GASE Statemenl Mo, 16 regquirements, the District has elected lo implement the "vesting” method of
calsulating the compensated absences iiability. The amounts accumulated for all employess currently vested are
calculaled along with an amaunt for other employess who currentiy are not vested but are probable o vest in
fulure years. The amounts for employees whe currently are not vested are calculated taking total unused sick pay
amounts at June 30, 2008 for alt nonvested employees and multiplying it by a higtorical lermination percentage.
This percentage is based on an eslimate of the percentage of employees who have terminated employment fully
vegtad in the past five (B) years,

A surmmary of the calculated amounts of acorued compensated absences and related payroll taxes as of June 3G,
2008, which has bean recordeg in the dislricl-wide financial statements, is as follows:

Veastéd MNonvested
Employeas Empinyees Total
Compensated absences £ 713768 5 36,580 § 750,758
Payroll taxes 54 603 2830 57433

i I68.371 § 3820 S 808,191

The enlire liabilily, excepl for $47.808 related to vacation payable, is recorded as a liabifity in the Internal Service
Fund.
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Tri County Arez Schoaols
NMOTES TO FINANCIAL STATEMENTS

June 3¢, 2008

MOTEF: LONG-TERM DEBT - CONTINUED

The annual requirernants to pay He debt principal and intere st oulstanding for lhe Long-Term Gebt are as follows:

Durant Kesolulion Bongs General Obligation Bonds
Year Ending
June 30 Principal Interest Principa inleresl
2009 ) 8,609 ) 2254 F 780,000 $ 425¥
2014 2018 1,544 805,000 314,536
2011 0448 1,415 805,000 198 516
2012 0,897 G635 F80,000 260,496
2013 54,352 15619 FO0.000 227639
2014-2018 - - 3735000 721,101
2019-2020 - - 1,320,000 f9.023

.. 91,334 325097

§ 214395

The Durant Resolulion Bonds referred o above are bonds whose future debt service pavments by the District are
contingent or an anrual Stats of Michigan appropriztion.  This is the only reveree source for making the annual
debt service payments on these bonds, [IF the legisiature of the Skate of Michigan fails fo appropriate the funds, in
any particular year, the District is under no obligalion for payment of that year's debi obfigation. The State of
MWizhigan has suspended payments on these bonds until May 1%, 2008, 1 appears this suspension will have no
financial impact on Tri County Area Schools in the future.

NOTE G: EMPLOYEE RETIREMENT SYSTEM

All of the District's employees, except students, are eligible lo participate in the State wide Michigan Public Schoed
Employees’ Rafiremment Systern {(MPSERS), a multiple-employer, cost-shanng, Stata wide public emiployee
retirement system. The MPSERS issues a publicly available financial report that includes financial statements and
required supplementary information for the Flan, The report for the fiscal year-end Seplember 30, 2007, the last
year avaltable, may be oblained by contacting Ihe State of Michigan, Depattment of Management and Budget.

The payroll for employees covered by the MFPSERS for the year ended Jung 30, 2008 was $10,988.855 of which
$£8,085,579 was for members who have elected Lthe MIP option; the Dislricl’s hatal payroll was $11,117,8086.

Effective January 1, 1887, Acl 31 of the Public Acts of 1985 eslablished & voluntary contribulion o the Member
Investment Plan {MIF). Employees first hired before January 1, 1950, made a one-time irrevocable election to
conbribute ta the tax deferred MIP, For a limited period ended January 1, 1993, an aclive Basic Plan member may
have enrolled in MIF by cepaying the conlibutions and interest that would have been made had MIP enroliment
accurred inilially prior to January 1, 1930, Employees first hired on or after January 1, 1290, will automatically be
mcladed in MIE,

Mernbers in MIP may retire at any age after attaining thirty years of credited cervice, or al age sixty whila sttt
working with & minimum tetal of five {5) years of credited service, with credited service in each of the five {8) schoaot
fizcal years immediately praceding the retirement allowance effective date. The retiremeant allowasce s calculated
using a farmula of 1.5% of the member's final average compensation multiplied by the tatal number of years of
credited service,
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Tri County Area Schogls
MOTES TQ FINAMCIAL STATEMENTS

June 30, 2068

NOTE &: EMPLOYEE RETIREMENT SYSTEM - CONTINLED

Employees who did not elect the MIF option fall under the MPSERS Basic Plan and may retire afler attaining age
siety with ten (10) yvears of credited service: ar attaining age fifty-five with thirty or more yvears of credited service; or
attaining age fifty-five white still working with at least fifteen {15} bul fewer than thiny yvears of crediled service in
each of the five (9) school fiscal years immediatzly praceding the relirement aliowance effective date.  The
retirement allowance i= computed using a formula of 1.5% of the average of the highest lotal eamings during a
peried of sixty consecutive months (five (5) years) mulliplied by lhe total years to the nearest tenth of a year of
credited sendce.

The MPSERS glso provides death and dizability benefits angd health and medicsl, dental, vision, and hearing
ingurance coverage. Benefilz are established by State statute.

For the period of July ¥, 2007 to September 30, 2007, the Dislrict was reguired by State statuie to coniribute
17.74% of coverad campensation for all wages to the Plan. For the period of Oclober 1. 2007 to June 30, 2008,
the Districl was raquired by Srate stalute 10 cantribute 16.72% of coverad compenseation far alf wages to the Flan,
The tolal ameunl confributed to the Plan for the year ended June 30, 2008 and the previous two {2} years iz as
follpws:

MIF Chstricl Total
Jung 34 Coontributions Contributions Contribulions
2004 T 352880 £ 1,862,911 $ 2,215,601
2007 337347 1,867,941 2,205 288
2006 31822 1,638,091 1,857,312

The following represents conlributions as a percentage of the applicable covered payroll for the current and
preceding two {2} yvears:

rIE Digtrick
June 30 Coniributions Contributions
2008 40 % 170 %
2007 4.0 17.4
2006 4.0 6.0

NOTE H: FUND BALANCE RESERVES AND DESIGHATIONS

Raserved fund balance = used to earmark 3 portion of lund balance to indicate thal il 15 not apprapriate for
expenditures or has been legally segragated for a specific future use, Desigmated lund batance indicates that
portian of fund balance that the District has sat aside for specific purposes.

The following are the varicus fund balance reserves as of June 30, 2008,

General Fund
Resarved for invenlory and prepaids 123,793
Nonmajor governmental funds
Food senvice
Reserved for inveniory 13,668
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Tn County Area Schools
NOTES TO FINAMCIAL STATEMENTS

June 30, 2008

NOTE H: FUND BAT ANCE RESERVES AND DESIGNATIONS - CONTINUED

1985 Debt
Reserved for debt service ¥ 42689
2003 Debt Refunding
Reserved far debt service 285 532
2005 Bond Refunding
Reserved for debt service 234027
414 603
$ 553084

NOTE k. RESTRICTED NET ASSETS

Restrictions of nel assels shown in he disldel-wide financial statements indicate that restrictions imposed by the
furding source or some other outside source which precludes their use for unrestricked pumposes. The following is
the net asseat resiviclion as of June 30, 2003;

FPRIMARY GOVERNMENT
Governmental aclivities
Restricted for
Debt service 3 330,091

NOTE J: FLEXIBLE BENEFITS PLAN

In Decembser 2002 the District approved by Board action to implement a flexible benefits cafeleriz glan established
under Section 125 of the Internat Revenue Code. The Plan, availzble to sl eligible employess, who mest the
eligibtly requirements as set by the plan, permits them to reduce their satary and put these amounts into a flexible
benefits accountl up to certain fimits. The plan sllows the employes to reduce their salary and apply il o reguired
prermium payments, medical expense reimbursement benefits, or dependent carg bensfits, A participating
employee may elect instead a cash alternative to supplement salary compensation in fisw of & nontaxable health
benefit, An employee's elected cash alternative will be considered a taxable beneft under the Flexible Benefit
Flan.

The Flan iz administered by BASIC.

HOTE K: RISK MANAGE MENT

The District also participates in @ pool, the MASE-SEG Praperty 2nd Casually Pool wilh oiher schod disiricts for
property, fieet, liability, ir-land marine, crime, bairer and machingry, employes dishonesly, and errors and
omissions. The pool is organized under Public Act 138 of 1982, 55 amended as 5 govemmental group properly
and casualty self insurance pool. In the event the posi's claims and expenzes for & policy yvear exceed the lotal
narmal annual premiums for said years, all members of the speciic pool's policy year may be subject to a special
assessment i make up the deficiency. The Disirict has nol been infarmed of any special assessments being
required.

The District also participates it 2 pool, the SEG Self-Insured Warkers” Disability Compensalion Fund, wih other
school districts for workers' compensation leszes. The pool is oroanized unger Public Acl 317 of 969, as
amended. In the event the poo''s claims and expenses for a policy year exceed the total normal annual premiums
for sald years, all members of the specific pool's policy year may be subjecl 1o 2 special aszessment to make up
the deficiency. The Dislrict has not been informed of any special assessmenls being reguirad.
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Tri Counly Area Schools
MOTES TG FINANGIAL STATEMENTS

June 30, 2008

NOTEL: SPECIAL FDUCATION UNDERFUNDING SETTLEMENT

Prior fo the cument year the Durant ve_ State of Michigan case was sefiled and the State was required o reimburse
gach plainliff and nonplantiff Districl an agreed upon amount for past under funding of special education,  Tri
Counly Area Schools, a nonplantiff District, was awarded $309,368 in lhe sellement. The funds are being paid as
followes;

a. One-hall is being paid over the next ten (103 years, which began November 15, 19288, The reskiclions on use
of these funds are detailed wilhin State School Aid Aql, Section 11F[B}. These funds are recaorded within the
General Fund as categorical State Aid. At the end of the current year all these funds bad heen expended.,

b. Orne-half is being paid over the next fifteen (15) years, which began May 15, 1989, The District borrowed this
porion of the sefflement amount through the Michigan Municipal Band Authority on Movember 15, 1588,
These funds were recorded as bond procesds in the Capital Projects Fund. The tond groceeds may be used
for any purpose specified in Section 1357 (a) of the Revised Schoo) Code. The debt service payments for
these bonds are 10 be made through an annual legistalive appropriate. Il the State of Michioan legislature fails
to make the annual appropriabion the Cistrict is under fo obligation for the debt payments for that year. The
Disinet has pledged fhe annual State payments Lo e Michigan Municipal Bond Authorily for payment of debt
senine.
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Tri County Area Schools
Seneral Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 2008

Varianoce with

Final Budget
Budgeied Amounis Positive
Criginal Final Actual {Negative)
REVEMLUES
Local sources P 2310200 & 23306660 & 2,341,284 & 2,624
State sources 15,742,520 14,236,090 16,236,144 54
Federal sources 305,000 387,970 38T A78 &
TOTAL REVENUES 18,357,720 18,842 720 18,945 406 2,686
EXFPENDITURES
Current
Instruction
Basic needs 10,285,350 10,365,880 10,307, 204 57 936
Added ngeds 1,902 710 1,924,350 1,811,430 12,820
Total instruction 12,188,020 12,290,230 12,218,324 70,906
Supporting services
Pupil 819,850 801,580 882 847 18,733
Instructional staff 464 556 435 100 427,783 7,309
General administration HIT10 324,220 306,779 17.441
Schoot administration 1,190,520 1,214,370 1,157 499 16,871
Business services 214,270 410,040 401,857 3,083
Pupil transpertation 1,056,310 1,212,360 1,188,521 23,839
Operations and manlenance 1.765.840 1,774,810 1,708,538 66,27
Support services lechnology 123,070 130,350 126,006 4,344
Total supparting services 6,248,520 6,402 830 §,239,038 162,891
Community services 21,080 22,920 22,703 217
Facilities services 30,190 11, 78) g.887 2893
TOTAL EXPENDITURES 18,587 8160 18,727,760 18 490 853 236,007
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES {230,090) 214,960 454, 553 239,553
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Tri County Area Schoals
Seneral Fund
BUDGETARY COMPARISON SCHEQULE - CONTINUED

Yeaar Ended June 30, 2008

Variance with

Final Budget
Budgseted Amounts Pasitive
Qriginal Finat Actual {Megative}
OTHER FINANCING SOURCES (USES)
County special education allocation $ 207000 % 3065190 0§ 5205 0§ i5
Other transactions 92,360 112,020 109,260 {2.751)
Trangfers to other flnds {377,330) {543,000} {543,000 -0-
CHher {118,000} {13,000} (77) 18,823
TOTAL OTHER FINANCING

SOURCES (USES) {185,570} {144 730] (1288031 16,187

NET CHANGE IN FUND BALANCE {426,080} 70170 325,550 255,780

Fund talance, beginning of year 4,098,244 4088 244 4 086 244 -
Fund balance, end of year 3 27184 % 4168474 0§ 4424184 0§ 255780
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General Fund

Tri County Area Schools

SCHEDULE OF REVENUES AND OTHER FINANCING SOURCES -

BULDGET AND ACTUAL

Year Ended June 30, 2008

LOCAL SOURCES
Properly taxes
Tuikion
Transporation fees
Interest
Renlals
Charges for services
Contributions from private sources
COther [oeal revenus

TOTAL LOCAL SGURCES

STATE SOURCES
State aid unrestricted
State aid reslricted
Slate aid restricted through decal districl

TOTAL STATE SOURCES

FEDERAL SOURCES
Federal received through the State
Federal received through other districls

TOTAL FEDERAL 50URCES

OTHER FINANCING SOURCES
County sgurces
Oiher ransactions

TOTAL REVENUES AND CTHER
FINANCING S3OURCES

-37 -

WVariance with
Final Budget
Budgeted Amaounts Positive
Criginal Final Aclual {Megatival
§ 2032420 % 20300950 § 2030878 % 29
113,880 117,810 117,803 {5}
10,700 27.810 28,088 278
120,000 101,230 103,521 2,231
4.000 4,580 4 568 B
26,400 30,160 30,235 i
1,008 1,500 1,500 -0-
2,000 15,580 15,588 9
2,310,200 2,338 560 2,341 284 2624
14,723,450 15184110 15,134,138 28
1,017,870 1.050, 220 1,050,245 29
1,100 1,780 1.757 {3
18,742,520 16,238,080 16,236,144 54
200,000 364 670 364,888 18
5,000 3,360 3,280 {10}
305,000 367,970 367,978 &
207,000 305,190 305,205 t
92,360 112,020 109,264 {2,751}
3 1E857,0B0 519350930 §19359.880 % {50)



Tri Counly Area Schools
General Fund

SCHEDULE OF EXPENDITURES ANDG OTHER FIMANCING USES -
BUDGET AND ACTUAL

Year Ended June 30, 2008

Variance with
Final Budgel
Budgeted Armounts Positive
Crigiryat Finat Actual (Megalive)
INSTRUCTION
Basic needs
Elerentary
Salaries 503123430 & 3128150 $ 3zm v L 333
Benefils 1,468 470 1,578,020 1.567 A37¥ 10,193
2urchased services 61,400 85,050 83,663 1,867
Supplies, makerials, and olher 331,880 184 340 174,605 19,835
Capital outlay 3,460 18,200 16,127 2073
Total elemenlary 4 GR5 B850 5.005E870 4,970 849 35,021
Middle schogl
Salaries 1,517,460 1,498,900 1,486,183 717
Benefits 769,000 7639110 7H1.e8M 2,078
Purchased services 35,000 35220 33513 1,702
Supplies, malerials, and olher 94, 410 8% 310 84 490 (180)
Capital outlay - 12170 18,782 388
Tatal middle school 2,415,870 2,404,510 2,398 B4 4 706
High s¢hoal
Salaries 1,835,200 1,618,970 1,617 367 1,603
Benezfits FE0070 Fif4avma 774070 3400
Furchased services £1,000 108,200 108 158 42
Supplies, miateriats, and olher 219,350 247 480 239817 7,073
Capital outlay 5,400 14,630 13,251 1,379
Total high schoo! 2. 721,030 2,766 760 2,752 463 14,287
Pre-school instruchon
Salaries o8 940 99 930 99,9749 11
Benefits 533,440 73,100 70,291 2,809
Suppiies, materials, and olher 3,880 10,360 4372 g8a
Capital outlay 500 2,500 £,391 108
Total pre-school instrugction 168,760 185,850 182,033 isy
Summer school
Salaries - 2200 2193 7
Benefits - 540 552 35
Total summer schont -{- 2,790 2,745 45
Total basic needs 10,285,310 10,3265 880 10,307,804 57,865
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Tri County Area Schools
Generatl Fund

SCHEDULE OF EXPEMDITURES AND QTHER FIMAMCING LIEES -
BUDGET AMD ACTUAL - CONTINUED

Year Ended June 30, 2008

Variance with

Fina! Budae!
Budgeted Amounts Paositive
Original Final Actual {Megative)
INSTRUCTION - CONTIMUED
Added needs
Special education
Salarigs 5 862 150 3 955 8490 3 865614 % 376
Benefits 469, 580 467 970 461,084 6.885
Purchased services 26,350 670 36,453 3.2M
Supplies, materiais, and other 14,020 12,780 11,950 840
Tolai special educalion 1472400 1,476 420 1,465 117 11,303
Compensatory education
Salanes 295,380 293,380 292 884 476
Benefits 131,580 141,430 140,354 Y6
Purchased services 1,400 1,200 875 325
Supplies, malerials, and other 1,650 11,500 11,700 100
Capital oullay - 140 - 144]
Tols compensatory educalion 430,620 447,930 445, 313 1817
Total added needs 1,802,710 1,824 380 1,811 430 12920
TOTAL INSTRUCTION 12,188,020 12,280 230 12,219,324 70806
SUPPORTING SERVICES
Pupil services
Guidance services
Salaries 182, 250 161,760 156,453 5,307
Benefits 82400 6,550 69,587 6,963
Total guidance services 264.350 238,310 226,040 12,270
Heaailth services
Balaries 23,800 25,260 25248 12
Benafits 5,970 6,320 6,230 a0
Furchased services - 1,200 437 763
Supphes, materiais, and other 80 730 708 22
Tota! health services 30,460 33,510 32623 aav
Social sarvices
Salaries 174,780 171,950 171,848 101
Benefits B4.580 86,280 83487 27493
Purchased services 350 350 183 187
Supplies, materials, and other 780 1,300 813 487
Totzl social services 260500 258,880 266,312 3,568

-Z20-



Tri County Ares Schools
General Fund

SCHEDULE OF EXPENDITURES AND OTHER FINANCING USES -
BUDGET AND ACTUAL - CONTINUED

Year Ended Jurse 30, 2003

Variance with
Final Budget
Budgeted Amounts Pasitive
Criginal Finat Acliral {Negalive)
SUPPORTIMG SERVICES - CONTIMNUED
Pupil services - conltinued
Psychologist services
Salaries £ {4,300 ¥ 5,980 & 65,925 3 45
Benefts 24 550 33120 32,980 146
Purchased servites 830 1,130 1,080 ol
Supplies, materials, and other 4010 750 400 350
Tolal psychiologisl service 90,180 100,830 100,385 595
Speech pathology
Salanes 107,610 127,280 127,256 24
Benefits 54,120 6% 350 5,026 324
Purchased services 39,180 20,000 14,585 415
Supplies, malerials, and other 1,230 1.280 7g0 490
Total speech pathology 202,120 207910 206,697 1,283
Special education consultant
Salaries 8730 - - -
Benefits 25810 - - -
Total special education consuitanl 8,540 -0 -0- -0-
iionitors
Salanes 45,850 435,080 43 062 18
Bensafils 17.840 17910 17,768 142
Tolal monitgrs 63,790 6,930 60,830 160
Total poupil services 19,9580 201 580 882 R4V 18,733
Instructianal staff
fmprovement of instruction
Salaries . B 250 £ 906 344
Benefils - 1,680 1,340 340
Purchased services 80,000 67,770 63,305 4,465
Supplies, materials, ang other - 1,660 1,610 50
Total improvement of instruclion 80,000 77,360 72161 5192
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Tri Counly Area Schogls
Seneral Fund

SCTHEDULE OF EXPENDITURES AND OTHER FINANCIMNG USES -
BUDGET AND ACTUAL - CONTINUED

Year Ended June 30, 2003

Variance wilh
Fimal Budget
Budgeted Amounts Pasitive
Unginal Final Aclual {MNegative)
SUPPORTING SERVICES - CONTINUED
Library
Zalaries ¥ 121120 % go.040 % Bo029 §F 11
Benefis 48,250 38130 7611 519
Supplies, malerials, and other 11,200 12,7680 11,8258 935
Capital outlay - - - -
Total library 180,570 139,930 138,465 1,465
Techrology
Supplies, materials, and olher 13,810 25,470 25307 163
Capital cutlay 51 T2 22130 58821 309
Tolal technology 71,530 24,600 84,128 472
Supervision and direction of
inatructional staff
Salaries a1,620 83,330 93,314 18
Benafits 38,320 39,150 38,049 101
Purchased services 3,760 560 420 140
Supplies, materials, and oiher BS0 170 254 (B4
Total supervision and direction
of inslnuclional staff 132,550 133,210 133,037 173
Total instrectional staff 484 650 435,100 427 11 7,308
Gengral administration
Board of education
Salaries 4,000 4 000 4,060 {6)
Purchased services 78,000 72,520 a1.507 11,013
Supplies, materials, and ofher g,700 12,030 13,700 {1,670}
Capital outlay - 2,720 1,344 1,376
Total board of education a1,700 91,270 BO.611 1,659
Executive administration
Sataries 1651 250 153,440 149,781 3,650
Beitefils 63,060 71.610 1,139 471
Purchased services 3,700 3,390 2,189 1,194
Supplies, materials, and other 4,000 4 510 3,049 1,461
Total executive adrrinistration 222,010 232950 226,168 8,782
Total general administralion 313,710 324 220 306,779 17,441

-a1-



Tri County Area Schools
General Fund

SCHEDULE OF EXPENDITURES AMND OTHER FINANCING USES -
BUDGET AND ACTUAL - CONTINUED

Year Ended June 30, 2008

Wariance with
Final Budget
Budgeted Amounis Positive
Diriginiat Final Actual {Ne=pative)
SUPPORTING SERVICES - CONTIMUED
School adminiskation
Salaries 820470 F 822730 & B2MMEBOE & 7325
Beneflts 351,380 A6 260 365,067 4193
Purchased services 13,750 13,100 8,358 4 742
Supplies, materials, and other 4,540 2,880 2,264 6511
Total school administration 1,190 520 1,214,370 1,197,485 15,871
Business services
Fiscal services
Salaries 175,200 177,100 176,814 186
Benafits a7 960 83,760 82,942 g1a&
Furchased services 6 450 7,850 7.069 T81
Supplies, materials, and other £,650 8 650 3,503 2,147
Capital outlay - - - -fl-
Total fiscal services 270,280 274,280 270,428 3032
Other fiscal services
Purchased services 71,210 65,260 65,255 5
Other 166 500 170,420 B3, 274 4,146
Total other fiscal services 238010 135,680 131,529 4,151
Tolal business servicas 514,270 410 040 401,857 5,083
Fupil fransportation
Salaries 473,820 488 560 482 219 8,341
Benefils 315,320 329,920 322471 ¥ 449
Purchased services 17,170 18,090 16,168 1,922
Supplies, malenals, and other 248,200 266,380 258,263 8127
Capital outlay - 105,400 109,400 -0-
Tolai pupil transportalion 1.0566,510 1,22 380 1,188,521 23839
Operations and maintenance
Salaries 825,290 539,490 637,737 1,753
Benefils 385,420 413,470 413,216 254
Purchased services 56,070 54,300 44 563 89337
Supplies, materials, and other &80 460 G653 450 a4 793 48 657
Capilal outlay 18,600 14,100 7,330 5,270
Totat operations and mainlenance 1,765.840 1,774,810 1,708,539 66,271

- 37 -



Tri County Aresa Schools
Geaneral Fund

SCHEDULE OF EXPENDITURES AND OTHER FENANCING USES -
BUDGET AND ACTUAL - CONTINUED

Year Ended Jupe 30, 2005

Variance with
Firal Budget
Budgeled Amounts Positive
Original Final Actual {Negative)
SUPPORTING SERVICES - CONTINUED
Support services fechnology
Salaries ] 598910 & 61,110 3§ G0253 § 257
Benefits 33,150 34,600 33,431 1,169
Purchased services 26,010 26,850 27,040 2910
Capital outlay 4,000 4,680 4,682 8
Total support services technology 123.070 130,380 126,006 4,344
TOTAL SUPPORTING SERVICES 5,348 520 5,402 830 8,235,939 162,881
COMMUNITY SERVICES
Child care
Salaries 15,800 16,330 18,323 7
Benefits 3,280 4,040 4,149 21
Supplies, materials, and other 1,200 1,200 1,161 a8
Total child care 21,080 21,570 21,503 867
Communily activilies
Purchased services - 1,350 1,200 150
TOTAL COMMURNITY SERVICES 21,080 22,920 22703 217
FACILITIES SERVICES
Site acquisition
Capital outlay - 4,820 4817 3
Building improvement
Capital outay 0,180 f,960 4070 2,800
TOTAL FACILITIES SERVICES 30,120 11,780 8 387 2,893
OTHER FINANCING USES
Transfers to otber funds 377,230 543,000 243,000 -0-
Qlkher 118,000 18,000 77 18,823
TOTAL EXPENDITURES AND
OTHER FINANCING LISES 19083140  F 18280760 519033030 § 2558530
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Tri County Area Schools
iWonmajor Governmental Funds

COMBIMNING BALANCE SHEET

June 30, 2008
Specizl Hevenue Debt
Food 1999
Service Alnlelics Debt
ASEETS
Cash 5 04 V62 & 7.210 S 42,758
Dhge from ofher funds - - -
Due from other governmental unils 7832 -
lrvaniory 13,668 -
TOTAL ASSETS 3 116,262 3 7,210 3 42,758
LIABILITIES AMD FUMD BALAMCES
LIABILITIES
Accounts payable $ 13,218 % 2 % -
Cue 1o olher funds 15,044 - -
Ceferced ravenue 6,153 - 84
TOTAL LIABILITIES 34 412 22 ag
FUND BALANCES
Reserved for
Inventary 13,668 -
Debl service - 42 665
Unreserved
Undesignated, reparted in:
Specisl revenue funds £i8,182 7,188
Capital project funds - -
TOTAL FUND BALAMNCES &1 850 7. 188 42 663
TOTAL LIABILITIES
AND FURD BALANCES ] 116,262 3 7,210 ] 42,758
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Service Capital Projects Total

2003 2005 Manmagar

Bond Bond Capital Govemmentat
Fefunding Refunding Projects Funds

$ 288,745 $ 83402 £ 212 756 I 770 637
- - 260,000 260,000
- 7832
- - 13,668
& 288,749 b 83402 £ A72 756 0 O1.011137
E - £ ] - 5 13,237
- 15044
217 - 6 450
217 L - 34 74D
. - 13,668
288,532 83,402 414,603
- 75,370
472 758 472,756
288532 83,402 472,758 a9756,397
% 288,744 b 83 402 b 472,756 ¥ 1,011,137
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Tri County Area Schools

Monmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IM FUND BALANCES

Year Ended June 30, 2008

Special Revenue Cebt
Food 1899
Service Alhletics Debttt
REWVEMUES
Local sources ] o0 776 % B3 A2E 170,181
Stale sources 23,735 - -
Faderal sources 414,140
TOTAL REVEMNUES FIT 554 53825 170,181
EXFENDITURES
Current
Foord service activilios 7440 563 -
Athletic aclivilies - 366,570
Capital cutlay 2T 027 -
Dbt servics
Principal retirement - 176,000
Interest, fiscal and other charges - - 12,490
TOTAL EXPENDITURES 767, 500 366,970 188,480
EXCESS OF REVENUES OVER {28,836) {(283,145) {19,305)
{UNDOER] EXFENCITURES
OTHER FINANCING SOURCES
Transfers from other funds 783,000 -
MET CHAMGE IN FUND BALANCES {29,936} {145} (18,309}
Fund balances, heginning of year 111,786 7,333 61 978
Fund balances, and of year g 1850 & 7,188 42 GEY
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Service Capital Projects Total
2003 2005 MNonmajor
Bond Bond Capital Sovernmental
Relunding Refunding Proiects Funds
b2 836,295 3 126013 & 7,398 % 1,523,486
- - . 237348
- - - 414,140
B36 295 126,013 7,396 1,961,364
- - 740,563
- - 368,970
B} 30,303 57,330
565,000 15,000 770,000
255,149 108,522 353,161
840 149 123,522 30,303 2318024
{32.854) 2,49 {22,907} {356,660}
260,000 543,000
{3.854) 2,481 237,093 186,240
292,386 20,911 235,863 790,057
5 288532 & 832,402 B 472758 % 476,397
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Tri County Area Schools
Froprictary Funds - Internal Service Funds
COMBINING STATEMENT OF NET ASSETS

June 30, 2008

Health
Retiremeant nsurance
Payout Services
Fund Fund Total
ASSETS
Current assets
Cash 5 548 121 3 33052 5 588,073
Bue from other funds 212 262 - 212,262
TOTAL ASSETS 760,383 39,052 800,335
LIABILITIES
Cument liabifities
Accounts payabie - 21,780 21,780
Compensated absences S8, 084 - 08 334
Total current Eabiiities 08 084 21,780 120,774
tvoncurrent liabililies
Compensated absences 561,392 - 661,309
TOTAL LIAEBILITIES TE0 383 21,780 782173
MET ASSETS
Unrestriclad ) i -- % 18,162 T 16,162
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Tri County Area Schools
Froprigtary Funds - Internal Serviee Funds

STATEMENT COF REVENUES, EXPENSES, AND CHANGES N
FUMD NET ASSETS

Year Ended June 30, 2008

Health
Relirement Insurarice
Payoul Services
Fund Fund Totat
QPERATING REVEMNUES
Charges for services 3 - 3 172,085 : 172 085
OPERATING EXFENSES
Fringe berefits 13,8974 207,513 221 487
OPERATING LOSS {13,974) f35.418) {49,392}
NONOPERATING REVEMUES
Interest reyenue 13874 1.837 15,871
CHANGE B NET ASSETS -0- {33,581} [33,581)
Net agsels, beginning of year - &1 743 51 743
MNet assets, end of year E - E 18,162 $ 18,162
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Tri County Area Schools

Praprielary Funds - Inferna! Service Funds

STATEMENT OF CASH FLOWS

Year Ended June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
{Zash received from other funds
{zash paid for employee and retree benegfits

GASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest earned

MET INCREASE [DECREASE) IN CASH
Cash, beginning of year
Cash, end of year

Reconciliation of operating loss to net
cash provided (used) by operating activities
Operaling loss
Adustments Lo regongile operating loss
to cash provided {used) by operating aclivilies

{Decrease) in accounis payable
Oecrezse in due from Qther funds
{Decresse) in compensated ahsences

NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

-4 -

Health
Retirement Insurance
FPayout Services
Fund Fund Total

£ - § 172,085 £ 172.0095
18,415 - 18,415
- f207.834) {207 834)
18,415 {35,733 £17.324)

13,874 1837 15811
32389 {32,5902) {1,513)

ath 7 ¥a,854 589 588

3 54811 & 39952 & 588,072
§ (13874 & {(35418) § (49.392)
- ral (321}

111,796 - 111,788
(78,407} {78,407)

g 18,415 $ {35738y 5 {17,324}
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REPORT OM COMPLIANCE AND INTERMNAL CONTEDL OVER FINANCIAL REPORTING
AND O COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCHAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Tt County Area Schools
sand Lake, Michigan

We have audiled the accompanying financial statements of the governmental activities, each major fund and the
aggregate remaining fund mformation of Trt County Area Schools as of and for the vear ended June 30, 2008,
which collectively comprise Tri County Area Schools’ basic financial slatements and have issued our report
thereon daled September 12, 2003, We conducted our audit in aceordance with audiling slandards generally
accepted in the United Slates of America and the standards applicable to Brancial asdils contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Interral Conlrol Over Financial Reporting

in planning and performing our a2udil, we considered Trni Counly Area Schools' internal control over financiat
reporting in erder (o determine our awdiling procedures for the purpose of expreszing ocur opinionsz on the financial
statemenis, but nol for Ihe purpose Gf expressing an opinton on the eflectiveness of Tri County Area Schools
imernal contra! over financial reporting.  Accordingdy, we do not 2xpress an opinjon on the effectiveness of T
Counly Area Schaols” internal conted! over financial reponing.

A ronirol deficiency exists whan the design or operalion of a control dogs nal zllow management ar employees, in
the normal course of parforming their assigned funclions, to prevenl or delect misstatemenls on a timely basis. A
significant deficiency is a conlral deficiency, or combination of canlrol deficiencies thal adversely affects the
Digtrict's ahility to initiate, authorize, record, process or regort finanoal dala reliably in accordance wilth generaily
accepted accounting principles such thatl there is more than a remote Bkelihood thal a8 misslalemenl of the
District's financial statements thal is mare than inconseguentiat will rol be prevenled or delecled by the District's
internal contral

A material weakness is a significant deficiency, or combination of significant deficiencies, that resulls in more than
a remote fikelihood that a malerial misstaterment of the financial statemenlts witl not be prevented o detected by
lhe Dislicl's internal conlrol.

Our cansideration of he internal contre!l over financial reporting was for the Imited purpose described in the
greceding paragraph and would nol necessanly identify all deficiencies in the intemnal control over financial
reporting that migh! be sionificant defictencies or matenal weaknesses. We did not dentify any deficiencies in
internal conird over financia! reporting thal we consider to he malerial weaknesses. as defined above.

Complignoe and Cither idatiers

As part of abtaining reasonable assurance about whether Tri Counly Area Schools’ financial statements are free of
material misstatement, we performed tesis of its compliance with cenain pravisions of laws, repulatians, contracts
and grant agreemenis, noncompliznce with which coutd have a diract and malerial effecl an the delermination of
financial statement amounts. However, providing an opinion on compliance with lhoseé prowisions was not an
objective of our audit and, accordingly, we do not express sueh an opinion.  The results of qur lesls disclosed no
ingtances of noncompliance or olher matters that are requived o be reponted under Sowverament Auditing
Standards,

EastLanging » Rechester Hills « 5t Johing

-41-



This report is intended salely for the information and wse ol manasgement, the Board of Educalion of Tri County
Area Schools, olbhers within the District, and the Federal awarding agencies and the pass-through entities and is
nol intended 1o be and should nat be used by anyone other than these specified parties.

V77V %1 Pe.

ABRARAN & GAFFMNEY, P.C.
Cerlified Public Agcoumanis

September 12, 2008
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REPORT OMN COMPLIANCE WITH REOQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERMAL CONTROL QVYER
COMPLIANCE 1N ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Education
Tri County Area Schools
Sang Lake, Michigan

Compliance

Wa have audited the compliance of Tri County Arga Schoois with the lypes of compliance requirements dascribed
i the U.5. Office of Managerent and Budgef (OME) Crowlar A-133 Compliance Suppizment that is applicable o
the major Federal program lor the vear ended June 30, 2008, Tri County Areg Schools' major Federal program is
identified n the summary of auditer's results sechion of the accompanying schedule of findings. Compliance wilh
the requirements of laws, regulations, contracts and grants applicable to Ike major Fedaral programs are the
responsibility of Tri County Area Schools’ management, Our responsibilily is to express an opinton on Tri County
Area Scnools’ compliance based on our audit.

We conducled our audii of comgpliance in accordance with auditing slandards generally accepted in the United
Slates of America; the sfandards applicable to financial audits contained 1n Gowvarment Awditing Standards,
issued by the Comptroller General of the United Stales: and OMB Circular A-133. Audits of Siafes, Local
Governmants, and Nonprofit Grganizations. Those slandards and OMB Circular A-133 reguire thal we plan ang
perform the audt to obtain reasonable assurance about whether ngacomplance wilh the types of compliance
requirernents referred 1o above that could have & direct and material eliect on major Federal programs oocuired,
An audit includes examining, on & lest basis, avidence about Tri Counly Area Schools' compliance with lhose
requirements and performing such clher procedures as we considered necessary in 1he circumsiances. We
believe thal our sudd provides a reasonable basis for our apinion.  Our sudit does not provide a legal
determinalion on Tri County Area Schools' compiiance wilh those requirements.

In aur opinian. Tri Counly Atea Schools complied, in all material respects, wilh the requirements referred ta 2bove
that are applicabie to lhe major Federal programs for the year ending Jung 30, 2004,

Intermal Contrgl Over Compliance

The management of Tri Counly Area Schools is responsitle for establishing and mainlaining effective internal
corlrol over compliance with requirements of {aws, regulahons, confracts and grants applicable to Federal
pragrams. In planning and perfarming owr avdil, we considerad Tri County Atea Schools' internal contral aver
compliance wilh requiremerts Ihat could have 3 direct and maleriz| effect on the major Federal programs in order
to determing gur audiling procedures for lhe purpose of expressing our opinion on comgliance, but not for the
gurpose of expressing an apinen an lhe effecliveness of inlernal control over compliance, Accordingly, we Jdo nol
express an opinion on the effectiveness of Tri Counly Area Schogls' internal control over compliance.

A control deficiency in an entity's internal controf over compliance exists when the design ar aperation of a conlcol
does not allow management or employees, in the normgl course of perfarming their assigned functions, 10 prevent
or detect noncompliance with a type of compliance requirement of a Federal pragram on a timely basis. A
significant deficigncy is 2 conlrol deficiency, or combination of conlral deficiencies, |hal adversely affects the
enfily's ability to administer a Federal pragram such that there is more than a remote likelihood that
rancomplancs with 2 type of compliance requiremenl of a Federal program thal is more than inconsequential will
not be prevenled or detecled by Lhe entity’s internal conbral,
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A material waakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remate lkelihood that material nencompliance with a type of compliance requirement of a Federal program will
net be preverted or detected by the entity’s internal contral.

Our consideration of internal conkral aver compliance was for he limited purpese descnbed in the first paragraph
of this section and would not necessanly identify all deficisncies in internal control that might be significant
deficiencies ar malenal weaknesses. We did not idenlify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above.

Sehedule of Expendilures of Federal Awards

We have audited the financial stalements of the governmental activities, each major fund, and the aggregale
remaining fund information of Tri County Area Schools as of and for the year ended June 30, 2008, and have
issued our report thereon dated September 12, 2008, Our audit was performed for the purpose of forming
gpinigns on the financial statements that collectively comprise Tri County Area Schools' basie financial siatements.
The accompanying schedule of expenditures of Federal awarnds is presented for purposes of additional analysis as
required by OB Circular A-133 and is not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic firancial statemerds and, in our opinion,
is fairly stated, in 2ll material respects, in relation to the basic fnancial statements taken as a whole.

This report is intended solely for the information and use of management, the Board of Education of Tri Counly

Area Schoals, others within the District, the pass-through entities, and the Federal awarding agencies and is not
intended {o be used by anyone othier than these specified paries.

Lbrsticzom. .«"% ae,

ABRAHAM & GAFFNEY, P.C.
Certified Public Acceuntants

Seplember 12, 2008



Tri County Area Schools

SCHEDULE OF EXPENDITURES OF FERERAL AWARDS

Year Ended June 30, 20068

Restated
Faderal Pass-Through Frogram
Federal Grantor | Pass-Through Grantor CFDA Grantor's or Award
Program Title Number MNumber Amount
LS DEPARTMEMT QF EDUCATION
FPassed Through Siate Department of Education
E.S.E.A. Tiis | B4.010
2005-06 Carryover - Part A 0515300607 2815
2086-07 Regular - Part A 07 163006067 281,573
2007-08 Regular - Part A 081530008 277841
562223
Service Provider Self Review 84 027
200708 0804460708 4 500
Title v 54.298
2008-07 QEO2500607 e
200708 OROZ2500708 ORY
1,845
Technology Literacy Challenge Grants B4 318
2006-07 Ed Tech - Formuta Grant 054 2900607 1,570
2006-07 Ed Tech - Formula Grant 07428068607 2,890
20407-08 Ed Tech - Formula Grant 0842800708 2484
6,864
Irnproving Teacher Quality 84 367
20068-07 8605200607 200032
2006-07 (805200405 118,311
2007-08 OBQSZ200708 83,051
237,394
Passed Through State Departmant of Education
and ¥ent ISD
Drug-Free Program B4 186
200708 08288006807 8,437
Passed Through State Department of Education
and Traverse Bay Areg (SD
Learning Withoul Limalions 84,318
2006708 A 2,000
TOTAL U.S. DEPARTMENT OF EDUCATION 821,364



Restated

Balance Balance
July 1, 2007 (Zash June 30, 2008
{Memo Qnly) Accrued or Receipts Accraed or
Prinyr Years' {Deferred) In-Kind {Deferred)
Expenditures Revenue Paymenis Expendifures Revenug
5 2815 % 2515 % 2415 L3 {3
259 B8¥ 259 98¢ 258 987 - -0-
- - 142,418 272 483 1300
262,802 262,802 405,221 272483 130,064
- - 1,064 2776 1.712
958 958 958 - 0
. - - a87 87
936 958 858 87 987
1,570 1,570 1,570 - -}
2,828 2828 2.hBas - --
- - - 888 988
4,388 4,393 4,398 a88 g8
20,032 20,032 20 032 - -
118,311 58 368 84 387 25018 -
- - 16,488 30,619 34 030
138,343 79,400 120,508 75538 34,030
- - 3,290 3,280 Q-
- - 2,000 2,000 -0-
406 501 347 558 37,838 358,062 67,781



Tri County Area Schools
SCHEDUILE OF EXFENDITURES OF FEDERAL AWARDS - CONTINUED

Year Ended June 30, 2008

Restated
Federal Pass-Through Pragram
Faderal Grantor / Pass-Through Grantor CFDA Grantor's or Award
Frogram Titls Mumirer MNumier Amount
LS DEPARTMENT OF AGRICUH TURE
Passed Through State Department of Education
School Breakfast Program 10.553 ‘=
2006-07 71970 & 72.201
2007-03 021970 80215
152,56
National Schoo! Lunch Program 10655 ‘o0
2008-07 QF1850, 071960 255,047
200708 081850, 081960 256,372
51,415
Summer Food Service Program 10.559 @9
2007-08 080300 3,739
Food Donalion *! 10.550
Entitlement commodities Q085 32,673
Banus commodities sa080 2682
35,255
TOTAL U8 DERPARTMENT OF AGRICULTURE 702,820
TOTAL FEDERAL AWARDS 5 1,524,203



Restated

Batance talance
July 1, 2007 Cash June 30, 2008
{Memao Cnly) Accrued or Receipts Aecrued or
Frior Years® {Deferred) br-Kind {Deferred)
Expenditurgs Revenue Fayments Expenditures Hevenus
$§ B5160 $ 372 $ 7.8828 L 7ot $ -3
- - 80,215 80,215 -0
65,160 arz B8,103 87 711 --
224,004 815 31,058 31,043 -0-
- - 256,372 256372 -0-
224 004 a15 288,330 287 415 -0-
- 225 3,733 3,514
- - 32573 32,573 -
- 2,682 2,682 -0-
-0- -0- 35,255 35,255 -0-
289,164 1,287 A11,813 414,140 3,514
P 6956668 $ 348845 $ 949752 3 772202 ™ § 471,285
o -} {9



Tri County Area Schenls
NOTES TO SCHEDQULE OF EXPENMDITURES OF FEDERAL AVWARDS

June 30, 2008

NOTE A: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Avwards includes the Federal grant activity of Tri County
Area Schools and is presented on the modified accrual basis of accounting.  The informatien in this schedule s
presented in gccordance wilh the reguirements of OMB Circular &-133, Audits of Statas, Local Governmen!s, and
Morproft Crganizations.

NOTE B: SUMMARY QF SIGNIFICANT EXPLANATIONS GF SCHEDULE

The following descriptions identified below as {(a) through (g} represent explanations that cross reference lo
ameunts on e Schedule of Expendilures of Federal Awards.

{a}

(b}

{e)

(ef)

{e}
if)
(g}

The current year expendilures for the Food Donation Program are determined based on the 200203
guidance provided in the Michigan Departrment of Education Administrative Pelicy Number 7. The amounls
reported in this schedule as commodities received were taken from the Reciprent Entitfement Balance
Repert which is in agreement in all material respects with the Dislrict's réported amounts.

The expenditures reported in tis schedule are in agreement with the armounts reported in the financial
staternents and financial reports except as noted below, The financial reports lested, including claims for
advances and reimbursemants, were materfally coiect, complete, accurale, and tmely and contain
irforrnation lhat s supported by the books and records from which the finangial stalements have been
prepared.

The amounl of gul of conditioned commedities due fo spoilage or shrinkage included in expenditures is
immalerial 1o the Schedule of Expenditures of Federal Awards taken as a wholg.

The amounts reparted in this schedule as cash received are in agreement with the payment amounts
reflected in the Grarnts Section Auditors Repart and the Grant Audilor Heport combined, less the receip
adjustmants for grants that overtapped from years poior to 0708 as follows:

Less:
Curmulative Diference {ash
Fayments Less: betwesn Cash Eeceipts

Per MDE Prior Year Received and Per Gurrent

Grant # Report Receipts Reparted SEFA
0802500807 £ 23845 $f 1,427 ) 3 - ) 958

0842900807 &

0742900807 13417 { T223 ) i 1.726 ) 4 3848

Denotes program tested as "major program”,
Denotes programs required to be clustered by the United States Departrent of Agricullure.

Reconcilialion between total revenues from Federsl scurces per financial statements and Faderal
expenditures per the schedule s as follows:

Federal Revenus per Financial Statements 5 TE2HIB
Less: Federal Reverug not subject to Single Aucil { 2818 )

Fedarai Expenditures per schedule g 772202
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Alan O Pariter, CRA,

REPORT ONINTERNAL CONTROL OVER FINANCIAL EEPORTING AMD ON
COMPLIANCE ANC OTHER MATTERS BASED ON AN ALIDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERMMENT AUDITING STAMDARDS

Bnard of Education
Tri County Area Schools
Sand Lake, Michigan

We have audited the finzncial sialements of the gowvernmental achivities, each major fuond, and the aggregale
remaining fund information of Tri County Area Schools, Michigan as of and for the year ended June 33, 2008, and
have itssued our report thereon dated Seplernber 12, 2008, We conducled our audit in accordance with auditing
standards generally accepted in the United Stales of Amerca and the standards applicable 1o financial audils
contained in Government Acdifing Sfandards, issued by the Complroller Genersi of the United States.

Irternal Conbrgl Over Financial Reporing

In planning and pedorming cur sudil, we considered Tri County Area Schools' internal contrgl over financial
reporting as a basis for designing our auditing procedores [or the purpnse of expressing our opinions on the
financial stalements, but not for the purpose of expressing an apinisn on the eflectiveness of Trf County Area
Schools taternal control aver inanoial reporting.  Accordingly, we do not @xpress an opinien on the effectivenass
of Tri Counly Araa Schaols' internat canlral over firancial reprarting.

A control deficiency exists when ihe design of aperation of 3 cantral does nat allow management or employess, in
the normal course of performing their assigned funchians, 1o pravent or detect misslaterments on a timely basis. A
significant defitiency is a cortol deficiency, or combination of contral deficiencies. that adversely affects the
Districl's abilily lo imitiate, authorize, record, process. or report financial data reliably in accordance wilh generally
accepted accounting principles such hat there is more than a remmate likelihood that @ misstaterment of the
District's financial slatemens that is morg than inconsequential will not be prevented or detected by the District's
internal canirol.

A material weakness is a significanl deficiency. or combination of significant deficiencies, that resulls in more than
a remohe hikelihood that @ malerial misstaterneant of the financial statements will not be prevented or detected by
the Oistrict's internal control,

Char cansideration of internal control over financial reporting was for the mited purpose desehbed in the preceding
paragraph and would not necessarily identify all deficiencies in internat contral over financiat reporting thal might
te significant deficiencies or material weaknesses, We did not identily any deficiencigs in internal control over
financial reparting that we consider to be malerial waaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurangce aboul whether Tri Counly Area Schopls' financial statements are free of
material misstatement, we parformed teste of its compliance wilh certain provisions of laws, regulalions, contracls
and grant agreements, noncompliance with which couwd have & direct and matenal €Mecl on the determination of
financial statement amounts. However, providing &n opinion on compliance wilh 1hose provisions was not an
abjective of our audit and, aceordingly, we do not express such an opnipn. The resulis of our lesis distlosed no
instances of neoncompliance or other malters thal are required to be repored under Government Auditing
Standards.

Bast Lansing = Rochester ohils = 50 IGhng



This report is intended solely for the information and use of management, the Board of Education of Tn County
fArex Schools, others within the District, the pass throogh entities, and the Federal award agencies and i3 nol
intendad to be, and should not be, used by anyone other than these specified parties.

CZ&M .«!% L,

ABRAHAM & GAFFNEY, P.C.
Certified Public Acoountants

September 12, 2008



Trn County Area Schools

SCHEDULE OF FINDINGS

Yaar Endad June 36, Z008

Section | - Summary of Auditor's Resulls

Financial Statements
Type of auditar's repart issued:
Internal control over financial reporting:
Material weaknessies) identifred?

Significant deficiencylies) identified that are not
considerad to be malerial weskness{es)?

MNoncompiance material o financial statements noted?
Foderal Awards
Irternal cantrol over major programs,

Material weakness{es) identified¥

Significant deficiency{ies} identified hat are not
cansigderad to be malenal weakness{es)?

Type of auditor's repart issued an compliance for major programs:

Any audd findings disclosed that are required ta be reparted in
accordance with Section 510(a) of Cireular A-1337

Identification of major programs:

CFDA Nurmberis)

Ungualified

Yo

Yes

Yes

Yes

Yes

Unqualified

Yes

o

None reported

Mo

Mo

Mone reported

Mo

Mame of Federsl Peogram or Cluster

10.553, 10,555, 10.559

Collar threshold used to dislinglish between Type A and
Type B programs:

Auditee gualified as low-risk auditee?

Child Mulrilion Cluster

F 300,000
A Yes

Section It - Financial Statement Findings

(e

Mane

Section il - Federal Award Findings and Questioned Costs

Mone
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Fri County Area Schools
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended June 30, Z008

There were na findings disclosed for the past two years.
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